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ALFRUD ELMER HALVERSON, 


having been recalled, examined by iir.e Plotkins said: 

ire Halverson, I want to deal with this first presenta- 
tion entitled "General keview of iiarketing Operations". 
THE CHATRuAN: That is ixhibit "314". 

MRe PLOTKINS: BXHIDit Mowe aie | Ou 
stressed the fact, itr. Halverson, that your company per- 
formed services or provided facilities that, at least you 
inferred other companies dc not, the service which your 
company gives by maintaining stocks--- 

idk. NOLAN: hire Chairmnan---- 

THE CHALRMAN: ure Plotkins, you eannot in~ 
sert such observations in your questions. You are just mak- 


ing the assertion that he infers that other companies do 


not. 
biRe PLOTIINS: Yes. 
THE CHALTRiisl: well now ask him that. He is 


the witness, if you think that he is inferring that, ask 
him if he is. 

WR. PLOTKINS: Yes. 

MRe PLOTIINS: Is that yeur contention? 

Yes, I think that our company gives services to the farmers 
of alberta that a local company operating in a small way 
cannot give. 

what services for instance? 

For instance we see that supplies are on hand to meet peak 
demands not only in supplying the conaunities but in com- 
munities which are not so settled, we see to it for instance 
that the price which the farmer pays in Peace River where 


there is not a great deal of competition is no higher than 
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the price at Calgary plus rail. ‘Ye give services 
throughout the Province. 

what would happen, ire Halverson, if you did not give 

these services, if you did not maintain the stocks? 

Well the farmers would have to put up with whatever kind 

of service they got. 

Well is it not the case it is good business to maintain 
stocks and give this service to prevent other companies 
coming in to take your business away? 

We consider it good business. 

Yes, it is good business and that is not to help anybody? 
There is the odd community where it does not pay us to op- 
erate. for instance there is a belt in Western Alberta, 
Central Alberta, where they have had a number of crop fail~ 
ures and the short range view on our part would lead us to 
withdraw from that community. Othsr companies that take 
the cream are not much interested in that kind of a market 
but we stay there during good times and bad times. 

And is there the possibility if you withdraw, other con- 
panies might get established for the good tines? 

4ell there is always the possibility. I do not think that 
a lot of these local companies are much interested in that 
particular market. 

For instance at harvest time if you do not provide the neces- 
sary stock, you would lose the besiness, would you not, to 
other companies? 

Well to some extent we might. They might buy from us else- 
where at a good deal of inconvenience to themselves. 


Is your company the only one that can Maintain stocks and 


give services? 


' 
ar) aise 
Age ie 
' 
aM 
Jus 
w-! 


a 
at 
oa 
ZF 


yaa 


> 
on 
2 


a 
. er) 
) ee 
4 
oie 
’ 


Se S 
j 
© 
— 


sag 


se ket 


oe mie 
Sank ~s 
og : 

7 = 


te 
— 
\ 
or of 


Aeb Halverson 


So & | & 


© &- S&S 


=. 9401 - 


I said that we were one of the principal companies that 

did that. | 

There are other companies in a similar position? 

Probably the leading company, but not as wonpalstely. as we 
do. 

£ notice you mention Inter-Stat on transfers hore and your 
System, where the agent who transfers a product to another 
agency receives a cent and a half? 

That is right. 

It is half a cent commission plus one cent? 

That Tac mish tis 

And the receiving agent is allowsd another 2 cents commis- 
Bion on that particular product? 

He receives his regular commission at the rate of 2 cents 
on farm sales. 

Yes, so that it costs your company on that particular tran- 
saction 33 cents a gallon? 

That is correct. and that is one reason why we feel that 
our system of tankage is worth while because we eliminate 
these inter-station transfers to that extent but the pub- 
lic of the Province of Alberta benefit by virtue of tankage 
which we have at all these points. Otherwise there would be 
a greater amount of inter-station transfers and a higher 
COst.- 

This arrangement of inter-station transfers gives your agent 
and your division officers, opportunities to give special 
discounts to consumers or dealers? 

Not to our knowledge. 

Not to your knowledge? 


No. | 
It is possible though by that system to do so? 
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Anything is possible for an agent who gets 2 cents, he 
might decide that 1$ cents is sufficient and the dealer 
that gets the 4 cents margin night think that3 cents is 
sutiicrents* There is Ho way of -controlling that. 

But the fact remains that two agents could in collusion 
between the two of them dispose of the 34 Bank p a gallon 

in ways to get business? 

Instead of dealing with assumptions it is my feeling if you 
have any specific case of that we will be glad to look into 
it. 

I will come to some specific cases but I am asking if that 
is possible and you say it is possible but not probable? 
Well it does not have our blessing so far as the company ia 
concerned and whether it is in the odd case or not I éo not 
know. 

Well that would be one way of meeting competition of other 
companies, would it not, for your agents to do that? 

An agent can sacrifice part of his commission if he so de- 
sires, but the average agent feels the rate is about the leas 
on which he can operate and he does not have anything to give 
away. 

Yes. You mean with 2 cents there is not very much to give 
away? 

Yes. 

But with 3% cents---+- 

But the one agent does not get the 3g cents. The one agent 
gets the half cent inter-station for storage, filling and 
handling it and then he gets a cent a gallon for trucking it 
across the country and you cannot assume that the cent for 
trucking it across the country is profit to that man. 


Now we will deal with the specific instance and see if that 
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is the way that system permits getting business and the 
utilization of the Sg cents to do it. I am going to 

deal with a suppositious case because we do not want to 
bring in any particular agent but I think the facts can 

be verified by your iir. Stevens who is here present and 

you can dispute then if ycu see fit; supposing it was 
necessary to transfer a product from the ageney at Strath- 
more to another agency at Langdon, you are familiar with 
the two points? 

Yes. 

They are very close together? 

Yes. 

And very close to Galgary? 

Yes. 

The following could happen, if the Langdon agent trucks him- 
Bpelf from Calgary he can get an allowance either direct from 
the company or by conniving with the Strathmore agent as 
follows, trucking to agent 1.1, that is the differential be- 
tween Calgary and Langdon? 

Yes. 

WR. PLOTKINS: ire Stevens, that is your 


present differential between Calgary and Langdon? 


line STEVES: That is the freight different- 
ial. 
Re PLOTITINS : Yes, the tank waggon different- 


ial as represented by freightage. 


wMRe STEVENS: Leal. 
MR. PLOTIKINS: 1.1. The agent from Strathmore 


would be allowed that 1-1 if he camo into Calgary to get his 


supply, that is correct is it not? 


It is an inter-station transfer to him and he would pay that 
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cartage which is equal to the railway rate. 

MRo FRAWLEY: The tank waggon is the same, 
Strathmore and Langdon 17.6. 

Mike PLOTITNS: The tank waggon in Calgary 
being 16.5, and in Langdon, which allows a differential of 
1.1 to be given to the agent ? 

For trucking. 

In lieu of shipping? 

Iii lieu of performing a service which is trucking. 

Then he would be receiving a commission of one-half a cent 
for transfer allowance? 

If that particular agency, no, you are not right, for the 
Simple reason that within 100 miles of Calgary we do not 
inter-station transfers. We move the products direct to the 
agency and there are no inter-station transfers such as 
you suggest within trucking distance of Calgary. 

There are no- inter~-s ations? 

Not to my knowledge. It is only when we are getting beyond 
the trucking rate where we ship by rail and it is obvious 
that we must have tankage for very slow moving products and 
where we do not have tankage for a slow moving product we 
have to draw that product from the nearest bulk station, 
where we do have bulk storage and in those cases the supply 
agent gets one half a cent commission for storage, handling 
and filling, and then he gets a cent a gallon for trucking 
it across to the nearby agency, as I said before, but the 
point you mention would not apply because we truck all 
products directly to that point. 

Take around Camrose, that would not apply there? 


You are getting a little more---- 
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we have a specific instance there, where you are able to 
specifically compete with the conditions that exist and 

we will take Camrose instead of Langdon; the agent at 
Camrose would go to lidmonton to get his supplies for the 
produets which you are not carrying in Canrose? 

Not necessarily, from the cheapest bulk supply point. 

which is which in the case of Camrose? 

It may be jetaskiwin. I cannot tell you offhand but as 

a matter of good business we draw from the cheapest sup~ 

ply point. 

what I am getting at is that the agent who makes the 
transfer does not necessarily have to go to the plant him- 
self, bring the gocds to his warehouse, barrel them and 

then transfer them across ccuntry to the receiving sub- 

agent, your systen permits the office or the agent, that 

is receiving the transfer conmission and the transfer truck+ 
ing, to agree with the receiving agent who gets « cents con- 

mission, to agree together to get the goods direct from your 

agency and thereby dispose of 33 cents and use that Ug cents 
or any part of it to get business in competition with any 
other company? 

Well you are telling us something, ir. Plotkins, which is 

news to us. 

News to you? 

Yese 

You would disagree that that is current? 

Yes I would. 

The current way of doing business? 


Yos, I would definitely and I also say that human nature is 


hugan nature and if an agent has 2 cents commission, in an 


effort to get business he might sacrifice part of that conm- 
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mission although the commission rates in our opinion are 

so low that he cannot afford to sacrifice very much of it, 

if any. 

But in this device there is 3g cents---- 

Not to the same agent. 

No, but to two agents working together? 

But the two agents are performing different services and I 
cannot see why they should be included together. 

You see, iir. Halverson, my information is, that is in our 

own sales department, that the one~helf cent sartage or the 
half cent commission, transfer commission, is all used, that 
the agent, the main agent receives, and that gives 5 cents to 
the sub-agent with which to meet competition, in other words, 
your chief agent is perfectly satisfied not to even handle 
the goods and your system makes that possible, and let the 
other agents dispose of or use 4 cents commission in order 

to meet particular competition, that is in general? 

I think you have your facts wrong, mr. Plotkins. The supply- 
ing agent gets one-half a cent. I have mentioned that two or 
three times and I think I am reasonably familiar with our own 
method of transferring and I might say furthermore that we 


are not in accord nor do we encourage but discourage agents 


chiselling.iwe believe that when they have the commission of hal: 


a cent and a cent cartage, it is a legitimate remuneration an 
we do not encourage them to throw that away because we want 
contented agents and we want them to awake a living. 

But you are willing for your agents to get all the business 
they can? 

fll the business they can according to our policies. 


Yes? 
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And 1 might further say, vir. Plotkins, that if it. is neo- 
essery to take new measures to get business, we do not 
think that we should do so either at the expese of the 
agent or by any manipulating of agents' commissions. ‘ie 
will do so with our prices. 

But I suggest to you that your system in this particular 
case does make it possible to manipulate those commissions 
so as that your company secures business that it would not 
secure under an ordinary struight commission basis? 
Apparently you have suspicions but so far as we know the 
Suspicions are ill-founded. 

Then let us deal with one specific instance which we have, 
J- Adam at Leduc, to show the principle? 

Yese 

You have in this very able presentation given us the basis 
of your commission system and it calls for 2 cents a gallon 
to the agent and 30 much per gallon on lubricating oils? 
Yess 


Now we will review how this particnlar system works in the 


how 


case of this concrete instance. Here is a case, iire £dam at 
Leduc, he has a garage, he sells your products, do vou know 
that that is so? 

I do not know the name of the agent. I know we haVe an agent 
at Leduc. 

2 Do you know that it is tir. adams? 


NO ul. GO.NOGs 


Q wYe Stevens would know and night tell us if that is correct or 
not? 
MR. SPEVLNS: He is not an agent. 


ine PLOTKINS ; But he is your dealer? 
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like STLVENS: I believe that is correct. 
Like PLOTILUS: Now in 1928 his gallonage 


Bales was 14,000 gallons, would you consider that a very 

good dealer or a very small one or an average? 

I would say that was an average dealer depending upon the 

size of the town of course. 

You are familiar wth this Leduc? 

Yes, It would be an average dealer. 

And he would be entitled under your system as an undivided 

dealer to 1 cent a gallon? 

That is correct. 

But in this case you pay rent, this is one of those crosses, 
one of those, what do you term this instance where you 

lease from one man and then re-lease to another? 

Third party leases. 


4nd you paid in this instance %15 a month rent for that par- 
ticular property? 


Yes. 


In order to be able to sell your products in that location. 


MWR. FRAWLEY: To whom does the I.0. pay the 
wl5.00? 
MRe PLOTINS: It pays the £15 to the owner. 


In this case it is a third party lease, and that represents 
part of the tenant’s rent for that particular garage. 
THE CHA IRMAN : I suppose this witness does not 


know that but ask him to assume it. 


MRe PLOTKINS: Tt can be verified. 
THs CHATRiia N: Yes. 
MRe PLOTRINS: de will assume that truat »15.00 


represents part of the rent that he pays to the owner of the 
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building and on the basis of 14,000 gallons, that represents 
1.286 per gallon that you are contributing over and above the 
rate of 1 cent undivided dealer? 

Your assumptions may be right or you may be wrong but we are 
Willing to table the particulars of that deal or any other 
deal. I cover it in the brief and gave the numbe*s end what 
it amounted to. 

Yes, you have disclosed that and I am not finding any fault 
with your production? 

No, but £ mean I cannot assume your figures are right until 

I have checked them because we get a lot of misinformation 
given to us. 

Yes, and in this case you pay him 10% on all the oil sales 
which go through your agents, do you know that? 

No I do not know. 

That is something you have not covered in your presentation 
and in order to secure business or retain business, that you 
have other ways besides the regular orthodox ways of secur- 
ing that business? 

I will give the Commission the full facts and I am not as- 
suming every statement which you make, iir. Plotkins, to be 
correct of course. 

Of course we are going to verify these things, of course that 
is the only way we can examine you on them? 

Yes, what I mean, as a witness here, I do not know every 
dealer in the Province. but I will find out and I will table 
it. 

You know in some instances your sales department working for 
the purposes of securing some business, make an arrangement 


whereby the local agent would sell, make all his lubricat ing 
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oil sales to a particular dealer in that town? 

That is quite possible, that is general in the oil in- 
dustry, the agents work with the dealer because the farmer 
today is buying most of his lubricating oil in ten gallon 
quantities and fifteengallon quintities and it would be 

a simple matter for us, and we have given consideration 

to it, to give our agents the dealers' discount but if 

the agent elects to work with the dealer of lubricating 

oil because lubricating oil is really retail, I cannot see 
anything that is really wrong with that. 

No, there would not be anything wrong with it if you 
actually sold the oil to tint dealer and let him assume 

the ordinary risks of business but in this case you do not 
sell him anything, you merely, the agent as I understand it, 
and IL want you to correct me if I am wrong---- 

Well it is,a simple matter would be for our agent to get 
the dealers' discount which I believe most of the oil com- 
panies are giving their agents today, so in that case the 
net would be just the same. There is no real issue involved 
except instead of giving our agents the dealers’ discount, 


the deal is being made through the dealer. 


(Go to number 9411) 
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Yes, but br. Halverson you see there is no real issue 
involved but the fact is you are able to hand that 

Man Adam at Leduc an income as an inducement either 

to stay with you as a dealer or to get him with you as 

a dealer, an inducement in cash. When he contributes 

no risk or no money or no work is that not correct? 

LR. FRAWLEY: It womer, Mr. Cheirman, 

hits Hal verson you see is not familiar with this Adam 

thing. Mr. Plotkins desires to meke some point there 
something about commissions as he talks about. Now 

lir. Stevens is here and doubtless knows all about the 

Adam matter at Leduc ¥ wonder if he would not 

help i'r. Flotkins if Mr. Stevens were sworn and made 

a statement about the Adam matter and Mr. frlotkins 

could then continue his cross-exanination on:ir, H-lverson. 
Mr. Halverson does not know a thing about the Adam matter 
and he very rightly does not see fit to make any assumption. 
~ think it yould help if ir. Stevens told us all about 

this Leduc business end then Mr, Slotkins could ocross- 


examine Mr. Halverson about it. 


Mr. PLOTKINS: T am only trying to deal 
with a principle. T am not concerned with this man 
Adam. I want to get from the witness whether that 


partieular system of commissions works -- 

MR. FRAWLEY: I know what you are doing 
but you have not established anything yet from which . 

to draw conclusions. The record will be so much clearer 
Then you could pursue it critically with i'r. nalverson, 


MR) PLOTTING: But Mr. Halverson will not 


be here. 
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Ee Halverson 
R. Stevens 


MR. FRAWLEY: My suggestion was that 
Mr, otevens be cnoss—examined for five minutes and 
deal with the Leduc matter and then you can pursue it 
with Mir. Halverson. If that is agreeable to the 
Commission. 
THE CHATRMANs ALL rie ho. 

SCHUYLER RUSSELL STEVENS 
having been duly sworn testified as follows: 
MR. FRAWLEY: Mir. Stevens, you are the 
manager for the frovince of Alberta of the Marketing 
Department of the Imperial Oil Ltd.? 
Rd she ga cer enti als 
Would you please just give us a concise and short state- 
ment of what the situation is in the town of Leduc with 
regard to your Company's affairs and one Adam, as far 
as you know them? 
TH2 CHAIRMAN: Menager for Alberta of the 
Marketing Department? 
MR. FRAWLEY: Yes, Menager for Alberta of 
the Marketins Departmat of the Imperial Oil Ltd. 
Yes. 
TH: CHATRMAN: All right. 
We operate an agency at the town of Leduc. I am not 
personally acquainted with Mr. Adam. 
MR. FRALEY: hat is the agent's name? 
Wilkins on.But I believe that the facts are that we are 
dealing with Mr. Adam through a third party lease. 
Let us be clear, who is Mr. Adam? 
A dealer. 


He is a dealer, Explain that to the Commission what you 
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mean when you say a dealer? 
3) THE CHATRIAN : “ilkinson is the agent and 


Adam is a dealsr? 


Q MR. FRAVLEY: He is a dealer. I take it 
you have more then one dealer at Leduc? 

A Yes, I believe we have two. 

) THE CHATRMAN: Just define agent and 
dealer. 

A The agent operates our warehouse and tankage equipment 
and sells to the dealers in the town and to the farmers 
in the community. 

Q He operates the warehouse and tankage facilities and 
sells to dealers and farmers direct? 

That is correct, 

Yes? Jnd the dealer -- 

The dealer operates his ovn business and sells to the 
consumer himself. 

Q And to encourage dealers I suovose you sell to them, 

Do you sell to the dealers? 

A Yes’, Sir. Our agent sells to the dealers. 

Q You sell it at a price less than what your agents will 
sell to the farmer direct? 

A what is correct on lubricatins oils. On gasoline there 
is a l¢ lower price to the dealer providing he is a 100% 
dealer of ours. 

Q Let us get that clear. You say on gasoline the dealer 
is allowed what? 

A l¢ off the posted tank waggon price »rovided he is a 


100% dealer of ours. 


Q If a 100% dealer? 
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YeS, 

Yes and if not? 

He pays the posted tank waggon price. 

If not 1u0% he gets nothing off? 

That is correct. 

MR. COMMISSIONER LIPSETT: Is that posted tank waggon 
price then the price to a divided Heater end also to 

the individual farmer? 

That is correct. 

THE CHATRMAN ; You are sveakins about 
gasoline but what about other »roducts? 

Lubricating Oils -- 

MR. FRAWLEY s hen you say gasoline, you 
man gasoline of all kinds and the tractor distillate? 
And all other White »roducts of course. The dealer buys 
those. 

TH CHATRiLAN: That is all White produce ts? 
Then Lubricating Qils? 

We sell at the List postec price to the farmer but give 

a discount off the list posted price to the dealer. 

The list price to the farmer and what to the dealer? 
Pardon me, I will get you that. Lubricating Oil discounts 
vary according to the quantity sold throughout the year, 
The maximum discount on Marvelube Motor Oils is ley per 
gallon; on Folarine Motor 0il 10 cents per gallon and 
on Mobiloil 14 cents per gallon. 

That again is to your 100% dealer is it not? 

No, that would apply to any dealer besed on quanti ty. 
What quantity? 


That would be 15 barrels and over, 
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15 barrels? 

Throughout the year. 

In one year? 

Yes. 

MR. FRAWLEY: Although it is sold in 
smaller packages than barrels? 

Yes. 

THE CHAIRMAN: To get all of the discount 
he has got to have taken 15 barrels or over? 

Yes, 15 barrels or over, that is the basis. 

MR. COMMISSIONER LIPSETT: And this discount applies 
where you sell in quantities. It is not a discount on 
quarts or tins? 

No, that would be retail. This is wholesale sales. 

You do pack in small tins, quart tins? 

Yes, but they are sold in cases, not as individual tins. 
This does not apply to them at all? 

Yes, it would apply to make up the qumtity during the year, 
If we sold in cases quart tins that would add together at 
the end of the year to make quantity. 

THE CHATRMAN: You sell to the farmer at a 
less price. You sell him at the list »vrice? 

That is correct. 

Now I suppose no farmer takes 15 barrels or over? 

No, that would rarely ever happen. 

It is rare that he gets any discount? 

There is no discount to the farmer, 

No jiscount to the farmer at all. The discount to the 


dealer is not based on his being a 100% dealer. You make 
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no distinction betwee him and one who is not? 

Not on that discount. ‘We have in our agreeient with the 
100% dealer that if he is 100% on Vhite products and gives 
us his entire business, we will give him an additional 54 
discount on Lubriceting oils and greases. 

Over and above this? 

That is correct. 

MR. PLOTEINS: vhat is the dealer's normal 
discount? XY mean the undivided dealer buying a drum of 
oil. ‘hat is his discowmt? 

Based on quantity as I sav, the maximum based on jlarvelube 
would be 12 cents a gillon. 

If he did not buy in quentity. Just a new dealer who came 
invo your agency and boughta drun of oil, what would be 
his discount velow the list price? 

Vithout a cmtract he would pay the list price. 

If he had a contract and bought one drum? 

It would be based upon the quantity that he would agree 

to buy throughout the year. 

Vhat is the smallest quantity you would sell him on that 
agreenent? 

From %3 to 5 barrels throughout the year on Marveluve motor 
oil the discount would be 7 cents per gallon. 

~OuLGd that avply on all oils or just Marvelube? 

All oils used to make quantity. 

So that the dealer in that case buying for the year 5 
barrels or less reoeives a discoun’ of 7 cents below 
your list price on Mar velube? 


That is correct. 


be u 
sake 
4 oat 
a 
e 
- oe 
bse 
te, f 3 
° 
ay , 


: 


: io : 
bine - : oa 
- GS 
es 
=~ 
2 
¢ q ™ fe > 
Ss % 
5 = x ie 
; ar 
. “Sie ) 
ee 
® 
z ° = 
} = é 
a é 


ee 


+ 


Hieee: 
> ae pas 
ot .- -s 
tng cae Pi 
: iesy kay 
~ “ke es 
¥ 
ry 


T-1 
te 


erks 


& 


ro) 


- 9417 « 
otevens 


MR. NOLAN: May I ask you about this 

list prioe to the farmer? That is not the retail price? 
No it is not. 

What is the a@ifference? Flease explain that. 

The farmer buys at the list price. Ze gets a better 
price than the retail price in this way that the farmer 
buying at the list vrice, using Marvelube as the brend 
ef of1, would pay 82 cents ver gallon by the barrel. If 
we sell to the dealer, we would use that same list price 
of 82 cents per gallon and give him discount in keeping 
with the quantity that had been predetermined which he 
eould buy and then retail. The sale made by the dealer 
direct to his customer, he of course sets his om price 
on those sales. 

But the point is that the farmer buying at the list 

price buys for less than the dealer price to the dealer's 
custoner? 

Yes, quite true. 

MR. PLOTKINS: Mr. Stevens, the contract 

then for the smaller purohaser provides for 7 cents a 
gallon discount. You tell us that is the lowest 
discount? 

Yes. 

“nat is the highest discount the same man would buy short 
of carloads? 

The same tan would obtain the highest discount ot 12 cents 
per gallon. 

12 cents ver gallon, that is the maximum? 


That is correct. 


No matter how much he bought unless he bought in earloads? 
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S.R. Stevens 
A If he bought 15 barrels or over, 


G But suppose he bmweht 25 barrels or over? 


A He would still get 12 cents. 


a) Le cents is the maximum? 
A YES» 
THE CHAIRMAN: . And if 100% dealer, 5%?. 


A Yes, an additional 5%. 

Q MR. FRAWLEY: Now that is what happens in 
agents selling lubricating oils. you told us what 
hapynened when an agent sells White products. He just 


has two prices there. That is a very simole situation? 


A Yes. 

Q He sells to undivided dealers at l¢ off the tank wagon? 

A Yes. 

Q To illustrate,in Leduc, he woild buy 3 Star at 19.6 less 
ene or 18.6. But the farmer 20oming in for a drum of 3 
Star would pay 19.6, as also would the divided dealer 
or garage man who had one of your puiips and say a Be. A. 
pump? 

A Yes. 

Q You say you have two dealers in the tom of Leduc? 

A I say two, yes. 

S] Mr. Adam and somebody else? 

A Yes, 

Q) Is Mr. Adam a service ste tion man or a garage man? 

4 I believe a garage man. 

Q He is a retailer only? He has no license to sell anything 


exceot by retail? 


& Not to my kmowledge does he have a wholesale license. 
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S. R. Stevens 


tr Oo b& 


be 


It is possible he wold have, and it misht makea 
considerable differenee in illustrating this situation, 
Well, it is very extraordinary for an Imperial dealer 
to be both a retailer and a wholesaler? 

It is in a@ tow where we have an agency. 

Particularly where you have an agent as you have in 
Leduc? 

Yes. 

I wonder if we coild safely assume that Myr. Adams 

is a retailer purely? 

I would assume he would be a retailer only. 

Then your other dealer would also be a retailer? 

YeSe 

What is the situation with regard to Mr. Adams' 
property? He operates a garage. “What is the situation 
there? 

“Ve are leasing the property from the owner. 

That is somebody else again? 

Yes. 

The whole property? 

I belie ve so. 

THE CHAIRMAN: What property, the agent's property? 
No, the dealer's property. 

MR. FRALEY: We have passed from 

Mr. Wilkinson and we are going on with Mr. Adams, 

the dealer, who has a garage in the town of Leduc. 
You have come into Leduc and you rent the garage 
that he operetes from Mr. Jones, we wili cali him, 
the owner? 


Yes. 
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S. R. Stevens 


Q And you yay the owner how much for the entire 
property? 


Q THE CHAIRMAN: Is Adams a 100{5 dealer? 


A Yes. 

Q MR. PRAVLEY; Yes, adams is a 100% dealer. You have not 
got the name of the owner, to make things perfeotly clear? 

A No. 
MR. FLOTKIMNS: Mr. Loomis, I think is the 
owner. 

A I think that is correct, but I vas not sure. 


MR. FRAWLEY: You pay Mr. Loomis how much for the 
property? 
A $540.00 per year. 


Q 9540.00 per year for the rental of the whole garage 
property. 
oh TH: CHAIRMAN: Is it customary to nrovide vroperty 


for your 100% dealers? 


A No, it is not necessarily customary to do thet. 


= 


J mean I do not understand, and probably had I read 


S 
© 


all the briefs with care, I might know more about it. 
But thit will have to come in time when we have the 
leisure to do so. TI do not understand. Your agent 
operating your property sells to th dealer 

A He sells to th? dealer. 

C Why are you concerned with providi'g your dealer with 
‘prop erty to carry on the éd¢ealers ovm bsiness? 

A Our agent is not a dealer there. He is purely an agent 
handling our warehouse and equipment. 

G Yes? He sells to the dealer? 


A That is correct. 
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S. R. Stevens 
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sells outrigh t? 

To the dealer. 

The dealers makes his living by selling to the publio? 
That is true. 

x am not suggesting any impropriety about it, but I 
want to understand you. How is it part of the system 
that you are putting up money for someone to have a 
place in which to sell his ow goods? 

Probably I can explain. For instance, this dealer 
handling our products, we lease that property fiom the 
owner and re-lease to the dealer to control that business, — 
so that we will not be interfered with by another comany. 
Yes, I see. You want that vparticuler pmvoerty, and if 
the dealer wanted to stop doing business witr you 
tomorrow, you then could have that available for another 
dealer and sell your goods? 

Yes. 

That is the advantage to you? 

Yes, we would cancel our lease. 

You vanted that vartioular site for soms reason? 

Correct. 

And you sublease to the dealer and does he pay you 

the rental which you pay out? 

Not in every case. In this zarticular case, we obtain 
»560.00 per yeare 

AS against what? 

As against $540.00, a deficit of 150.00. 

Yes? We are takinga lot of tins about this but there 

is a suggestion of unfair competition here, and let us 


explore it? 
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Stevens 


Yes. 

MR, FRAWLEY: Now, just following up what the Chairman 
said a moment ago, did you not own that building for 

sore years, or did you fo in and make an arran gere nt 
with Loomis after Mr. Adams started to do business there? 
Tam not just sure about that. “e never omed the property 
te my knowledge. 

No, but I mean to say there might have been a suggestion 
in your last answer, unwittingly, I assume that you had 
that garace as a retail outlet and you just dealt with 
the peonle that might come and want to use it. But my 
sug¢sstion is that you went in there after it became a 
retail outlet in addition to a garage? 


Just put thet ouestion again. 


won't need 


a) 


Perhaps you can tell us, when, and then w 
to be assuming. I put it to you, there was a going concern 
there. Somebody was in there selling gasoline, ar you 
came into the existing situation ana Ne the property 
from the ovner and then re-rented it? 

Yes, that is right. ‘“e did tat in May, 1938, 

And I take it, prior to May, 1938, somebody was selling 
gasoline there from that garage front? 

Yes, there was. 

Tas it some other company? 

I believe we had the business prior to that. 

There was an Imperial dealer operating that garage 

prior to that? 


IT believe that is correct. 


So that there was not change in gallonage? 
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S. ce stevens 

A No. 

Ve can be clear about that. You went in there in 

May, 1938, and you made a lease with the owner, Loomis, 
for 540.00, a year, You made another lease with Adam, 
the dealer, who went in at °.360.00 a year? 

aa dnew TS Correct’. 

HR. FRAWLEY: Now, are those all the facts 
you want? 

MR. PLOTKINS I want to know the basis 

of the sub-lease,. 

Mik. FRAWLAY: Yes, such as the term? 
IN GES Yes. 

Q MR. FRAWLEY: Are there any other terms in the lease 
between the Imperial Oi] and zdam that we should know 
about? 

& Not to my knowledec. 

Q MR. PLOTKINS: What is the notice timt ym are able to 
give Mr. Adam, as against the head-lease you hold? 

A Without having a copy of the lease here to quote from, 
I would say that on thirty days' notice. 

Q So that the effect of your sublease is to give you first 
a long-term lease on ths nroverty to ths extent of your 
term of the lease, and then to sublease it at short 
notice so that you are able to deteruine it at short 
notice? 

A That is not penerally the case. ‘e usually re-lease 
to the thiml party for the same period thst we hold the 
lease om tne property. 

@ Subject to that party selling your 200087 
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S. R. Stevens 


A Yes, quite true. 
& So that it could be determined if it were ROE ss cease be 


I mean if that party did not carry on sales of your goods? 
A That would be sossibl: , 
a i, FRAULEY: Do you use a standard form, a printed fom, 
or do you make a special lease? Do your plicitors draw 


a special lease for thet proverty, or do you know? 


A “@ use the standard provincial fom with the owner, but 
I estes sine Witn the third party... +ssse0ee 

= To the dealer? 

& To the dealer, we use @ type of lease that is drawn by 
ourselves, which is suitable to the nrovincial regulations. 

Q Is it a printed form? e 

A No, I bekieve we print that ourselves. 

G “hat are the swrincinle conditions that would be of imerest 
here? First of all, he must continue to sell Imperial 
products from that property? 

A That is om index to the lease. 

ql And you reserve the right to give him how much notice 


to cancel him out? 
A I believe it is thirty days. 


Q Ee could pe selling B. A. products, we will say, for 


re 


thirty days before you could put him out, is that the point? 


A On tiat basis, it would be possible. 
MR. FRAYLSAY: Now, is there anything else 


about this lease that you want to discuss with Mr, stevens? 


WR. PLOTKINS: Yes, there are conditions in 


that is the sub- 


Se 


this »articular case of the Adams leese, 


lease to him, that i» consideration of him, s°’am, this 


man Adam, giving you the business thet you not only 
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S. R, Stevens 
Ssub-lease him the property at less than it costs you, 
but there are other inducements, and I would like to 
hear about the m? 
A I have no knowledge of any other inducememts. 
Have you any knowledge of any arrangemmt between the 


agent and this nan Adam? 


A None whatever. 
Ma. PLOTS: Are you through, tir, Frawley? 
PRG Ra ILS Phere as nothing at eb lvin 


Mr, Plotkins't suggestion that he was making to Mr. Halverson 
some time ago, that you pay %15.00 or that you vay 10% 
that you vay Adain 10% 2m all lubes sold by Wilkingon 


through his agency? 


A I have no knowledve of that arrangement, 
Where LOTKIKs: On fatmer sales? 
A On either one. I have no imowledre of it. 


BR. COsMISSLUN TR LEIPSET?: Mr. Stevens, the form of 
lease t.at you mention is one that is contained in this 


Exhibit 314". That sets out a fom of lease. Do you kno? 


A Eiae Pot sures «lieve not*ehecked (that. 
8) T see there is a clause there about purehasing Imperial...... 
A Mo, this is a fom of lease used at our service stations, 


It would be a different form of lease. 
ERY ER TLaYS Now, if you have all the facts 


of this Leduc situation from Mr. Stevens, Mr. Halverson 


could be recalled. 


MR. PLOTKIN S: T would Like to call Mr. Gilbert, 


who is familiar with the facts, and then we can discuss it 


with Mr. Stevens. 


MR. NOLAN: Tf thet is a lease, then that 
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lease will contain all the conditions with roference 


to it. 
MR. FRALEY: Vos, end 10 3% 16 “impor tent 


enough, we can bring Mr. Adam dowm from Ledue, but I 
thought Mr. Stevens wowld know all about it. 

THe CHATRMAN : I sup-ose if anything turns 
on it, Mr. Nolan, you ean produce it? 

BR. NOLANE I suppose ifr. Flotkins can 


produce it. He seems to ‘mow all about what is in it. 


TH CHAIRMAN: Have you the lease? 
MR. ©LOTKINS: BO Ua eae ra at lenis 


familiar with the terms of the lease. Whset I an suggesting 
is apart from the ofdinrary commission ar .angerent that 
exists between the agent and tis dealer and the coinnany, 
there are other inducements that are contained in the 
lease contract, and I would like, with your permission, 
Mr. Chairman, to put Mr. Gilbert on the stand. He made 
the investigation. In fact, the conditions are tmt we 
were attempting to establish an agency in that town with 
this man Adam, and we had to meet these mrticular 
conditions. I would liks to explore that because it is 
typical of the way, of the possibilities inherent in that 


system of discounts. I am not imputing any imorooriety. 


THe CHAIRMAN : No. 
WR. >LOTKINS: T au saying thet is the 


method of meeting competition which the Imperial is 

perfectly justified in ding, but we want the Commission 
to know all these facts so that they are able to weigh 
whether it is right or wrong in the light of conditions 


that exist inthc entire industry. 
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uve Stevens 
Tit CHaIRMAN 3 Melly 2. BrGWLEV gio 


understand Mr. Flotkins' point, it is that granted this 
system is a perfectly legitimate one, that whether .dam 
did this or did that is of no importance except by vay 
of illustration, but that the system as it exists leaves 
an opening for the agent to cerry on business practices 
that he says are obviously unfair to rivals. That say 
Or mey not be within the seope of our Inquiry. 7 an 
inclined to think indirectly it is as affectinr prices. 
MR, FRAWVL=Y: On, bh Ines 6O.g 

TH" CHATRMAN: Now, we do not want to hear 


Mr. Flotkins' witness to speak for Mr. Adam, but if he 


ean tell us where-in the system that is admittedly in force 


leaves an opening for that whieh ne says is evil, I think 


we will hear him. Do you’ see any objection to tnat? 
Pr RAT LAY ¢ Notiat alive \ They is wey 
| 


called }ir. Stevens so that we would have the facts. 


TH G. CHATRMAN: But. Liv. Stevens does not 


EO ak Ro 


happen to imow the facts. ir. Stevens, like lir. 


Halverson, says “’e have certain rules, and we make 

certain arrengements with the agent. “hat is done over 
and above that is done without any knowledee on our part.’ 
Maes Je LEY % Yese 
As far as you are concerned, kr. Adam is an ordinary 


dealer in the town of Leduc; he is occunyineg a proverty 


which you neople own or at least you imve the heed-lease 
on? 
Yes. 


and you ars renting it to him at something less than 


you pay, the difference betveen “540.00. and 560.007 
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S. R. stevens 

A Yes. 

*) He is a 100% dealer of yours, and he pays l¢ off tho 
tank wagon price for gasoline and these different prices 
with respect to lubricating oils thet you have indicated 
in y ur evidence? 

A Yes, 

Q And that is where it begins and ends, as far as you are 
coneerned, Mr. Adam's association with the Imperial 011? 

A ¥OS8 4820. 

Q You know of no arrangement, direct or indirect, that he 
has with Wilkinson, your agent at Leduc with respect to 
lubricating oi1? 

i f there is any arrangement, i have no knowledge 
whatever of it. 

Q PoC ne vest son is doing it, he jis doing it, wellel 


might even so so far as to say,cmtrary to your instructions? 


A That is correct. 

Q MR. COLVIeSIONeR: LIPSETT: What do you. say about the 
situation that Mr. Adam is a-varently getting some 150.00 
pold 2orr;. adi as year? 

A I did nOt catch the first part of your question, 

(3, I would like to understand about what apsears to be the 
case that you are paying Mr. Adam, or paying for hin, 
“180.00 a year, over and apove the ordinary comnission? 

A Mheatvis,eorrect. There is that’ difterence. 


(Go to Page 9429) 


ade es A Bape 
Natl fly agua 


Soh Le 


~ 
oF. 


xs 4 } if ine 129), . its 


a poe 
ve “ ‘ > ce ae 
APORD O2H5, & 


j 2 a 
poe Ba 
wo ae 


C-2 ay ARG» t 
1 


Se Ne BObvevVens 


Q Aka he gets sll the deelers' commissions? 
a He gots the deale#'s discount 6f l¢ on «hite produets. 
@ Then in addition to that are you not siving him a bonus 


or a concession of 130.00 a year for handling your 
products? | 
4 Yes, in fact it would be that, th: 160.00 represents 
our cost of controlling that business. 
Q THo CHAIRMEN: How long a lease do you have? 
4 "@ have a lease ranzing for one year, for 1939, it is 


a yearly leese.e 


o. WR. PLOTKINS: Mr. 2tevens, this 0156.00 
vhich you provide, in effect is that not paid direct 
by your company to Mr. sAacam? 

A NOy: Sit. 

q Mids ete | lays ‘hat 216.00) 18. thie? 
Miles £ LDOPK INS The difference betveen the 
cost, 15.00 a month is ,180.00 a year. 

Mie FRE' LiYs: Ch, yese 

Re \PLOLTKLISs ‘ell now, how is that paid? 

A ve pay the owner the rent for leesing the property and 
we in turn xvre-lease the property to Mr. adam on the 
basis as calculated on. 

e} And you receive from lr. Adam what you pay less ,15.00 
a month? 

4 YeSe 

Q Ma, FRA LEY: How does Adam pay itt? 

4 He pays it in cash to my knowledge. 

G, Per month, it is not related to his gallonage? 

A No. To my knowledge it is cash. 

Q MR. PLOTKINS: ~260200 cash per year? 


4 YESe 
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S. Re. Stevens 

Robert T. Gilbert 

Q TH GHAIRMAN: What do you megan "to your 
knowledge", so far as you know tt is so? 

A So far as I know, I do not handle the detail of 
collecting that particular rent and I am unable to 
Saye 
THE CHAIRMAN: Quite soe 

Q MAJOR LIPSiTT: Just before you go, 
Mr. Stevens, can you tell us approximately what 
quantity of gasoline Mr. Adam does sell in the 
course of the year? 
MR. FRAWLEY: 13,303 gallons. 

b That is right. 

Q MAJOR LIPSETT: And I suppose the 
lubricating oils would be in addition to that? 

4 Yes, it would be in addition to that. 
MAJOR LIPSLTT: — Thank Youe 

Sigias Renn eae ROBURT 7, GILBGRT having 

been recalled, examined by Mr. Frewley said: 

Q Mr. Gilbert, you are in the Sales Lepartment of Lion 
Oils Limited? 

S Yese 
Will you tell us what you know about the arrrangements 
between Imperial Oil Limited and one Adam in Leduc ? 

A Well we contxnetcd that account with the viewpoint of 


putting in a combination station, that is wholesale and 
retail, which was Mr. Adam's wish and as he tells me 

he had made an arrangement with Imperial Oil whereby they 
were going to permit him to make drum soles to farmers. 
That was the system. Thct was ce your “20, I belivve the 


first of May that he started. He was ready to go ahead 
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with us but Mr. Loomis, who owns the property was 
influenced apparently by being told that our Gompany 

was not reliable enough to tie up with. We were 

going to have a five year lease. It was quite satis- 
fectoriy to Mr. Adam but owing to the fact that Mr. Loomis 
was afraid to make a lease unless Adam continued to deal 
with the Imperial Oil, as he told me of course it is 
impossible for us to prove on paper or to produce the 
lease with the Imperial Oil -- 

THE CHAT RMAN: It is guite possible to 
produce it? 

Thetis, We. couldn't produce it. 

Ve can but what is it you complain about, here is the 
system and Mr. Plotkins puts you forward to show wherein 
this system lends itself to unfair compctition, now never 
mind about all this heresay stuff, here and there but 
wherein it ean be worked so tnat it is entirely unfair to 
those who go into competition? 

Under a system of third-party leases and cross leases it 
is possible for the Imperial Oil to bonus a dealer; in 
other words, in addition to giving him his authorized 
buyer's 1l¢ or undivided lg. they also in this case are 
giving him, and I figured this on the basis of 14,000 
gallons, after 1.286 cents per gallon in addition to his 
regular l¢. 

That is the difference between the two rentals? 

That is what it figured out on, on the gallonage which 

is practically a bonus of 1 - 1/4 cents; in figuring 

out the agents discount on lubricating oils, quantity 
discounts, undivided discounts, there is approximately 


20% cents cv-ilnble betwoon the listcd price and net agent's 
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price. 

Q On this spread in the rentals? 
No, this is on the lubricating oils discounts. I 
covered the rentel and that is 15.00 a month, or 


945.00 a month or whatever it is, in this case it 


is $15.00. 
G That is per month? 
A Yes. 3 
Q Then let us understnad lubricating oils? 
rin That is the commission payable to the agent on his sales 


vO vaealers om to farmers, I believe it is 5 cents per 


gallon. 
a) Yes? 
A With the 5% which is payable to the desler, the maximum 


quantity discount to the agent's account, there is g total 
spread of 20% cents per gallon. 

Q Mr. PLOTKINS: Be Low the listed Price? 

AA Below the listed price. If the listed price is 82 cents, 
that is 61% cents, I might be off half a cent but on the 
figures I have, there is a spread of 20g cents which can 

be applied through a further arrangement between the 
agent and the dealer or the dealer and the farmer, in 
this case Adam informed me when he made the deal in 
Hdmonton that the arrangement was made whereby they gave 
him 10% on all oil sold by the agent to farmers, whether 
he invoices it or whether he does not; in this case he 
would not handle it at all, he would not touch it; in 
other words it amounts to another discount. 


MR. PLOTKINS: Or bonus? 


RO 


THE CHAIRMAN: ell now, you have been in this 


business for some time, selling? 
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Gilbert 


I have been with the Lion Oils, this is my fourth year. 

Did you have any connection with it before that time, 

in the selling? 

Not in the oil business. 

Here is something which is put to us by Mr. Halverson, 
which at first blush might seem to be a reasonable thing 
and I would like you to tell me wherein it is wrong, if 

it is, he says that all of these agents who perform 
different services are given certain commissionsor 
percentages as the casemcy be for the services which 

they do perform? 

yess 

And he says that in his view none of them are overpaid 

and if they want to throw their money away to get business 
that there ts nothing they can do to prevent it, they are 
not giving them too much commission for that which they 

do for them and he says if they want to take money out of 
their own pockets cnd let somebody else have it, they 
cannot control it. Now at the moment that seems a reason- 
able statement to me and if it is not, will you tell me 
wherein it is not: let me put it simply, because I under- 
stand it better when it is simple, when a man is given 
$1.00 for performing a service, which service anyone would 
admit is worth a dollar... 

Yes. 

If he wants to split that dollar with somebody else, it doss 
not follow thet the person peying him should pay him any 
less than his services are worth; now that is the condition 
here. They say "we are not overpaying our agents, we gre 


not giving them cuch a commission that they can afford to 
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T. Gilbert 


do any splitting of commission or any other practice 

which will defeat their purpose, they are only getting 

the minimum of what they should heve' he says ' we 

cannot prevent them splitting if they want to go 

beyond that again", what do you say about that? 

it is very simple. 

I follow your rental now, aiid that is simple to understand? 
I will put myscif in the position of the Imperiel Oil 
District Supervisors. 

Yes? 

I want to hold a dealer's account. 

Yes? 

I am going to lose it. 

The dealer is going over to some other? 

So I would say to the agent, a half a loaf is better than 
none at all. If we make such an such an arrangerent we 
will hold this business and you will make so much money 

on it but if you lose it yeu will not make anything. It 

is very simple, half a loaf. In other words, if they 

lost Adam's business he would make nothing on the gasolines, 
on the Vhitte products, or on the lubricating oils or any 
other products which Mr. Adam would sell, that would be a 
total loss, that volume, but if they can make an arrangement, 
it might not be as good as they would like to have it but 

it would leave a profit for the agent which he would not 
otherwise get and it is good business, 

MR. PLOTTKINS: Then, Mr. Gilbert, that is through 
the fact that there is in the dealerSdiscount, not in the 
agent's romunmration but in the dealer's discount, a wide 


spread between the minimum discount and the maximum 
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discount in... 

In lubricating oils, yes. 

That permits the District Supervisor to have that much 
range? 

A Yes, we might say in this case that there is 13,000 
gallons of gasoline on which the agent should make 4130.00; 
if he gave him a certain amount of lubricating oils or 
made en arrangement whereby the agent cut his commission, 
he is still going to get the 5130.00; he might lose 725.00 
one place or 450.00 another or even »100.00 but on the whole 
deal he is going to make more money than if he lost Adam's 
business and that is good business, whether it is split 
commission or not. 

Q MRe FRALEY: Gan you tell us how much 


lubricating oil Adam sold in 1948, do you know? 


MR. SToaViNS: I have not the record. 

MR. PLOTKINS: It would not be on the ofl 
he sold. | 

THE CHALRMAN : It does not matter what the 


individual did or did not.do.- It is what is the practise. 

Q MR; FRAWLEY: Do you know how many of these 
cross-le ses the Imperial Oil has in Alberta? 

4 I believe they have it in their ixhibit, that is the 
Third-party lease s;as I understand, the cross-leses 
is considerably different. 

@ They have 8 Third-party leases in ixhibit "414", that 
means 8 of these Adam arrangements, that is what that 
means? 

MR. HALVERSON: : I have the details here, 


including the one that we are talking about. 
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THS CH&IRMAN: what is the difference between 
a cross lease and sub-lease, what do you mean by @ cross 
ler se? 

As I understand a cross lease, there is a situation here 
in town, it is not an Imperial station, which is a good 
example. The Oil Company has gone to the owner of 

this service station and rented it from him at “100.00 

a month, that is they have taken a lease at five years 
giving them ea tight hold on that location and they have 
rented it back te the owner at {50.00 a month; in other 
words, they have bonused him to the extent of 3550.00 a 
month to handle their products and stay with them over 

the term of the lease, that is a cross lease. 

They rent from the owner and they rent back to the owner? 
Back to the owner, that is rent his own property back to 
the owner. 

And you say then there arc the two methods of bonusing a 
dealer, by way of reduced rental? 

Yes. 

And the other is by, where it seems likely that a dealer 
will be lost and the agent with the collaboration of 

the Mead abelwes the knowledge of the ecmpany officials, 
lost a certain amount of his commission on the theory that -- 
I would not definitely say that it was with the consent of 
the company officials but it must be with their knowledge 
or they must know that it is going one 

why should they know? . Take the case of Ledue, why would 
the supervisor have to know that? 

I would think that their accounting system would naturally 
bring it out because the commission is paid some place, it 


must be cash or goods or something and it must be accounted 
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fore 
Why, if the agent is just losing that out of his own 


pocket, why would they? 

‘Yell there is no way of paying this money, the 10% of 
oil, to Mr. Adam, as I can see, except by a further 
discount on gasolines or by giving him the cash or 
goods or something. He is not handling the oil, he 
never touches the oil. 

Supposing the agent issues his own cheque- -- 

MR. PLOTKINS: The agent cannot receive 
the money because all he is entitled to under his 
commission agreement is the straight 5 cents so the 
only way that the agent can get it and pay it to the 
deagler for the company, or the company pay it to the 
dealer, is by an accumulation of the sales in the name 
of the dealer that actually does not pay it out in 
the actual discounts which would be available to the 
dealer under normal conditions and that is wheve the 
dealer receives the money and he can only receive it 
from the company and not from the agent, is that not 
au fact, Mr. Gilbert? 

I didn't follow that. 

THE CHAIRMAN: I didn't follow it either. 
You may examine him, Mr. Nolan. 

MR. NOLAN: I am not going to cross- 
examine hime | 

MR. PLOTKINS: In order to pay Mr. Adam 
the extra 10% what is the procedure involved, is it 
not in the first place that the agent, when he makes 


a sale to e@ farmer at list price, instead of invoicing 
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direct to the farmer, invoices it to Mr. Adam? 

Yese 

That is right, now that is the basis? 

YeSe 

Then what is the effect of doing that? 

The sales would accumulate to where they drew the 
maximum quantity bonus and that bonus cheque could 
naturally have to be paid to Mr. Adam and as I see it, 
whether it is split, the procedure is to pay the cheque 
to the dealer who in turn pays part of it back. 

Now let us go to a simple deal, a farmer conBs in and 
buys a Crum of oil and he pays 82 cents -- 

TH’ CHT RM AN; Just pause there a moment, 
how would, just on the theory you have just advanced, 
why would the Imperial or any of its officers know 
about that, the dealer sends a cheque, writes a cheque 
to the agent. 

No, the checue is issued to the dealer on the quantity 
discount. 

Yes, and you say the dealer gives the agent, whatever 
thetr arrangement calls for, why would not the dealer 
issue his own cheque to the agent. 

That is quite alright but there is a very definite ratio 
of vil sales to gasoline sales and if the average means 
40 to 50 gallons of gasoline to a gallon of oil and if 
that was out of all proportion, it would certainly smell 
in some way. 

MRe PLOTKINS: “het you say, Mr. Gilbert, is -- 
MR. NOLS®: Ask Mr. Gilbert a question. 
That is the proper way to do it. 

MR. PFLOTKINS: I want to clarify it. 
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THs CHALRMAN: I will tell Mr. Flotkins what 

he will doe You make any objection, Mr. Nolan, and I 

will rule on ite 

MR. NOLAN: , £ am objecting to Mr. Plotkins'! 
putting into a witnessts mouth the answer he wants and I 

will continue to do so. 

THE CHAIRMAN: Now Mr. Nolan, let us not any 

of us get out of hand. I will always hear your objection 
and give what I think is the proper ruling on it. 
MR. NOLAN: “ell, I am objecting. 
THE CHAIRMAN: I do not want you tn address 

Mr. Plotkins or he you, so far as that goes. Now Mr. Plotkins 
you have heard the objection and it is a prmper one. You 
just put your gestion. 

MR. PLOTKINS: Yes. 

MR. PLOTKINS: Could an agent making that sort 

of arrangement where he would invoice the oil to the dealer 
instead of to the farmer do so without the knowledge of 

the District Supervisor? 

Yes, he could. 

MR. PLCTKINS: Helles 

MR. FRAWLEY: Mr. Ghairman, if I might interrupt 
again, I do not mind going to any expense which is required 
and warranted and we will bring Mr. Adam down and find out, 
because Mr.Plotking, you are now speculating with Mr. Gilbert. 
MR. PLOTKINS: No, we are not speculating. 

MR. FRALEY: ‘“@ will put Mr. Adam under oath 
and we will find out precisely what it is all about. 

THs CHAIRMAN: Now Mr. Fravley, I do not care 
about Mr. Adame The witness, both the examiner and the 


witness may be doing it clumsily, all right, but. what he 
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is seeking to explore is what the system lends itself to, 
what it is open to and he says that lr. Adam, with 

lire Adam it is this and that. If a dealer, forgetting 
Adam, and if you have any further questions to ask, put 
them on that assumption, there is a dealer and under 

this system the dealer can do this and that, you see. 

All right. 

MRe PLOTKINS: Under We system where eo drum 
of oil is invoiced to the dealer instead of to the farmer, 
what is the result of that procedure to th dealer? 

The result of building up what you might term a fake 
guantity discount. 

Vell, if is more than that, is it not, Mr. Gilbert, there 
is at the time of the sale a straight dealer discount 
credited to that Gealer? 

He gets his 5% undivided. 

Yes? 

‘shatever quantity discount his seles are based on. 

Yes, so in effect when an agent invoices a drum of oil 

to a dealer, instead of to the farmer, there is a benefit 
in the form of some discount, varying with the contract 
which he has? 

It will be the difference between the price which the 
farmer actually paid and what it was billed to the dealor 
ate 

Or what the dealer actually paid for it at the end of the 
year, is that not more correct? 


That is right. 


So that the dealer benefits to the extent of whatever 
discount his contract with the Imperial Oil gives him at 


the end of the year or in effect, in this case, as I 


en een ee 
it ale St, 
ane an 


ay i, P C ), 
te Fi aN oes ves a at J ’ nie 
“ we t , ¥ be pei crs 3 ake 
Leet ‘ ee. a ie 


ae a 


be ia 


"d ar 4 * ceca a) 
Rate a: do ee 3 3 ay 


Wee S39 bite He 


ee 


, am on 
ood i 


if r Pir Nok are Rae Ne wre aa ag POR SU EL Ye ton , Ve deuln de eee a Pie. a 
' \, a i We reg “¥ ee a ay \ i ae & nae su pe 
. 3 " | | 
(Sat eager | 
Roar A EG Ce a me | 


tas 


7 a pai aon ig ane Loli 


C-2 
13 


Re 


& 


GO F>& HO & 


Oo & DP & 


i>) 


Te 


- 944] - 
Gilbert 


understand Mr. Stevens, he does not have to wait until 
the end of the year, his contract is based on what he 
agrees to purchase, so that in this case the dealer 
would receive the full commission that he is entitled 
to under the contract through the fact that the agent 
has invoiced the sale to him instead of to the farmer, 
is that correct? 

THE CHAIRMAN: And you say that is always 
possible under this system? 

MR. PLOTKINS: | That is right? 

Yess 

Now you say that would be perfectly possible without 
the knowledge of the district supervisor? 

Well, he could have one eye closed. 

iKnow, be Gould ignore it? 

He could ignore it and stillit would bo very evident. 
But you say as an experienced salesman and doing the 
same kind of work that the Imperial supcorvisor is doing, 
is that correct? 

Yes. 

That you would detect that sort of practice? 

I would know it was going one 

Yes, so if you permitted it, you might not advise your 
superior? 

Not necessarily. 


No. not necessarily but what would be the effect of 


that practice, would it not mean that you are able to build 


up your business in your territory? 
It would certainly aid in keeping accounts and getting 
accounts if we could work that arrangement. 


So you have a tool or a weapon which permits you to meet 
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whatever competition offers? 

Definitely. 

To the extent of what diffcrenecs there may be in the 
maximum discount and the minimum discount? 

Yes. 

In this case of the Imperial Oil --- 

Yes, I might state that in this particular case Mr. Adam 
was baited on a discount of 3 cents a gallon and he would 
not listen to it. 

I didn't hear that? 

Mr. Adem was offered standard gasoline 3 cents below the 
Calgary tank wagon and he said "I am not interested at 
all." 

“hat do you mean by "baited". 

Just to find out what he was doing énad to find out what 


his cOmmissions amounted toe 


TH: CHAIRMAN: You offered him that? 
Yese 
MRe PLOTKINS: That is one of the ways you 


take to find out what the opposition is doing? 

Yes. 

There is nothing very wrong about that 1s there? 

It is just a way of getting information. 

“4th the present competitive system, why do you do that? 
In that way you do not have to listen to their stories 
because I agree with Mr. Halverson when he said "we get 
bad information"and so do we . The average dealer 

you oan count on his being the biggest liar you are 
doing business with because he is out to get the biggest 
commission he can get. He knows there is no Such price 


in this business and the only way you can get down to 
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business with him .nd to see if he is interested—-is if 
you offer him 4 cents a-.galLonmor whatever it might 

be and if he is interested you can know he is not 

getting that but if he is not interested then you know 

he is getting some concession so that is why he is 

not interested. 

“hat you mean is we do not give any more than what is 
absolutely necessary to meet competition? 

That is right. 

And we find out how much is necessary? 

Yese 

Now can you tell us how Mr. Adam in this case receives 
10% or on what basis would that be possible? 

EI cannot tell you. All I have is his own statement that 
they pay him 10% on the farmers' lubricating oils made by 
the local agent but how that is done or handled I do not 
knoWe 

Do you know how much that would amount to? 

No, I have no idea what their sales would be through that 
agency. 

THE CHAIRMAN: ind you do not “know whether 
that is true or not, he may have been baiting you at 
thet time? 

He may have been. 

MR. PLOTRKINS: Now how do you know it is true 
or not, you have a way of testing vhether it is true or 
not? 

The only way I know is vith the business conferences we 
have had and the deals we have offered and had turned down 


and played with and that kind of thing. 
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So what you mean is this, I am going to ask you, if that 
is not correct, that we determine what income that partio- 
ular dealer can receive through his deal with the Imperial 
as against what income, the total income he can reéeive 
through the deal we offer and thereby, is that correct? 
Yes, we doe 

And then we can weigh one against the other and find out 
where we stand, that is right? 

Yes. I might state in connection with that, the first 
time I talked to Mr. Adam he informed me the deal he had 
with the -mperial Oil and I offered him our regular deal 
which was our price in Calgary less the agent's commission 
plus the actual cartage to Leduc and he was not used to 
dealing that way, he was used to dealing where he had a 
set price and he got commissions and so forth and he said 
he couldn't understand it. 

It was too simple? 

It was too simple, that is right, and on our absolute 
public basis I offered to pay his entire rent ena give 

him the different discounts he was getting and our 
Gompany would have got a better net back on that basis 

and that was when all of this came upe In fact, if 

the owner of the property would have permitted, he would 
have been defling with use I know pretty well the kind 

of deal he hed. 

THE CHAIRMAN: Is that all, Mr. Plotkins? 


MR. PLOTKINS: YeSe 
THE CHAIRMAN: All right, Mr. Halverson. 


es ~~ —e 


our de. : % 


5 CG 


Ve yy 


; As 


fi u 


By oe | 


Cp2 
17 


HH & DD 


t 


~ 9445 -= 


oLFRED 2. HaLVeRSON having 
been recalled, examined by Mr. Plotkins said: | 
“TTNESS: | If I may be permitted to 
briefly and concisely answer a guestion. 
THE CHAIRMAN : Yese 
First of all regarding Third-party leases as we state 
in our sxhibit yesterday "314", we have --- 
MR. NOLAN: And page. 
Paget 29 , we had 9 Third-party leases in the Province of 
Alberta and the rents we absorbed on those 9 Third-party 
leases amounted to $2,226.00 per annum or .79 per gallon 
074 per gallon. Now in that list of 9 is included the 
one at Leduc, the Highway Guruge at Leduc, that is what it 
is called, one year agreement, sales in 1938 $14,406.00 
MR. NOLAN: Gallons. 
Rent paid. 
Is that gallons or dollars? 
Gellons.e Rent paid $504.00, rent received 4306.00, 
rent depreciated .180.00, which amounts to 1.35 per 
gallons 
THs CHAIRMAN: Are you reading from your prief? 
No, I am reading from thise 
MRe FRAVLSY: I was going to suggest you make 
- copy of that and file it. 
Yes, I may do that. The other is &@ summary and this is 
the details. Now in the first place the dealer in question 
there does not get that ~180.00 because we pay it to the man 
we leese the property from and the man who operates the plac 
does not get the 180.00 to begin withe In the second place 
of the 9 Third-party leases we have in the Province, as we 


will table, 1.35 per gallon rent absolutely is the highest 


i 
a 
4 


soe 
; : 
: 3 ee 
wat 
fee 
: aa? 
ie 
3 Ay 
oe ee 


poe 
te 


ZI 


j 


ve 


> 


x BE 
TES 
at 
‘ ie 
. ‘ 
i 
: 2 ; 
. 
er i 


0-2 
18 - 9446 - 


AS. E. Halverson 


we have in all of then. 

Q THE CHAIRMAN: Mr. Halverson, the suggestion 
is of course that it is true you pay the owner that 
difference, that 3180.00. 

4 Yese 


But the suggestion is of course that the dealer has got 


£ 


@ property which he could not rent other than at a larger 
price? 

A That is quite possible. 

*) And that is exactly the same thing, if he pays his proper 
rental and you gave him the “15.00 @ month back? 

A That is right, that is a reasonable assumption, that that 
might be the case; in some cases where we had Third-party 
leases we began by redhat the same rental that we paid and 
then as time went on the dealer would not or could not pay 
ite Now I just want to make this other point about Third- 
party leases, I did not make this clear in my brief 
yesterday, our policy hes scrupulously been not to make 
any special arrangement with competitive dealers; these 
Special arrangements when necessary and the few we have 
made have been made to protect our dealer gallonage 
against offers that we felt certain had been made to them, 
special offerings, and thre ere all kinds of special 
offerings in the Province of Alberta today. ‘“e are not 
concerned about the competitive dealers but we are concerned 
about holding our own deslers and in some cases, such as the 
one at Leduc, we have been forced against our better judgment 
and against our principles, to protect that dealer by a Third- 


party lease to hold hin. 
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It is.a matter of facing the faaten? Te you have a dealer 
and he is being made other offers, in some cases we pass 
up the business. We passed up a tremendous amount of 
business in Canada that very way. But in some cases we 
decided we could not. It is not an offensive measure. 

It is defensive. They are submitted to myself personally 
and I am very conversant with just which ones we have 
approved. And if we have made special arrangements to 
take business away from competitors, then I iave been mis-~ 
informed . I want to make that clear. Now, regarding the 
discount on lubricating oils. In our brief we pointed out 


that 92% of the Marvelube in alberta to-day was sold retail. 


Farmers to-day are not buying lubricating oils in barrel 


quantities or half barrel quantities. They are buying it 
ih 10-gallon quantities or 15 gallons or 5 gallons. 
Incidentally, the Imperial Oil does not give a credit to 
farmers on lubricating oils. So the farmer when he buys 

10 gallons of lubricating oil on credit he buys it from 

the dealer. ‘“Vhat is more natural then than the agent sells 
the dealer and he in turn sells it on credit to the farmer. 
The farmer is not being penalized because he is not paying 
the retail price. He is buying 10-gallon quantities at 
only 12¢ above the dealer's price. I want to make another 
thing clear, and that is that the Imperial Oil neither 
directly nor indirectly are a party to juggling of 
commissions or juggling of discounts through our records 

in order to subsidize dealers. If there is anything of 
that nature being done it is being done without our knowledge. 
It is simply a case that the agent is sacrificing part of 


his margin. Now, the agent gets 10¢ 4 gallon commission 
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if he sells it directly to the farmer in barrel lots or half 
barrel lots. It seems obvious to me that if the agent, 

if the farmer is in the market for a barrel or a half 
barrel - and very few farmers are - that the agent for 
selfish reasons would want to sell it direct and get the 
10¢ commission. Another thing which seems to weaken the 
assumption that has been made is that there was no reason 
to make a special deal with this man on lubricating oils 
because we were the lessees of the property. We leased the 
property from the omer. 

MR. PLOTROING® I am sorry, Mr. Halverson, at 
the time you had no lease. The lease was up and you were 
negotiating for a new lease. So that will change your views. 
That is something that has to be checked then. 

Beg pardon? 

I would have to check that statement. 

You say because you sell for cash, that the lubricating oil 
is sold to farmers for cash in small quantities, that it 

is natural for the agent to put those sales through the 
dealer? 

No, I did not put it that way. I say it is natural that 
the dealer should sell it. If the dealer buys from our 
agent our agent has to sell it to the dealer. 

Under your system, because of the fact that you sell oil 
for cash your agent can invoice that oil to the dealer 
instead of to the farmer. He would not have to juggle 
anything? 

No, it is a straight sale by the agent to the dealer, quite 
legitimate. 


But in this case he could make the sale but invoice it to the 
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dealer and deliver it to the farmer and collect the full 
price from the farmer? 

A&A ‘Yell, I would not have any knowledge of that. 

Your system makes that possible? 

A It is possible, as I heve mentioned two or three times, this . 
morning, that any man dealing on commission or a remunera- 
tion of any kind can pass part of it on to the customer 
unknown to the suppliers. That is human nature. But we 
are not in favour of it. We do not encourage it, and that 
is about all Lf can gay. 

Q But naturally you are not in favour of passing on any discounts 
that you do not have to. In other words, you want to get 
the maximum amount of return, netback from all your sales, 
is that not correct? 

A Yell, we want to get a@s much,as we can. 

In some cases where competition demands it you are prepared 
to give better discounts or better conditions of sale to 
meet the competition, or are you inflexible and just have 
one rule? 

THE CHAIRMAN: The witness has already said in 
cases, there have been instances, not many, but some, in 
which in order to meet a situation where attempts were made 
to intrigue Imperial dealers away from them, then as a 
defensive measure they have had to make an allowance. If 
that is what you want there is no object in repeating that. 


That is what you said, I think? 


A 1es. 
MR. PLOTKINS: That closes that subject. 
THE CiATIRMAN: He has made it quite clear that 


has never been done for offensive purposes, to take dealers 
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away from someone else. 

A nat is right. 
THE CHAIRMAN: low, Mr. «lotkins, you have gone 
that far. You might put to the witness and, perhaps 
Mr. Halverson----~+no, you ask the witness any questions 
now you care to that will serve to establish that some 
other system should be set up thet will not permit of this, 
what you consider, offensive practice as against competitors. 
What is wrong with what the Imperial has done? At the 
moment I do not see anything. 
MR. PLOTKINS: I do not say anything is wrong, 
your Honour. 
THE CHAIRMAN: What could they do to prevent, 
to use your own word, juggling commissions among themselves. 
Anything you know of? 
MR. PLOTKINS: No, there is nothing wrong, 
Mr. Chairman. But there is something wrong in the 
Province legislating and putting in a law code that 
Supposedly prohibits that practice, so that we are put in 
a straight-jacket, and the Imperial continues to do it 
through their system. 
THE CHAIRMAN: They do not do anything through 
their system. as I understand you, you say there are, 
outside of the ordinary contract being made, that there 
are certain things should be done that would restrict these 
possibilities by a code or something else. Can you tell 
us about that again? 
MR. PLOTKINS: lio, Mr. Chairman, I do not think 
you understand. I am not objecting to the Imperial doing 


that. As Mr. Halverson properly points out, it is done 
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for a defensive measure in order to protect their business. 
I find nothing wrong with that. What I do find wrong is 
that we are prohibited from doing the same thing because 
our system, we are not a big company and we do not operate 
in quite so complicated a manner. ‘Je operate on a simple 
basis and the law as it now stands prohibits it being 

done on a simple basis but permits it being done on that 
basis. 

THE CHATRMAN ; Veh wvoivearearoane To “Fela is 
some time what you think should be done about the law. 

MR. ©LOTKINS: That iisprisnt. 

THE CHATRMNN: There is nothing further on that 


from this witiuess. 


MR. PLIOTKINS: That is why I do not pursue that 
subject. 

THE CHAIRMAN: Very good. 

MR. PLOTKINS: Now, in your presentation, Mr. 


Halverson, when you come to service stations, city service 
stations, as I understand it, you say that tenants pay you 
a basic rental of 1¢ per gallon. are we to understand that 
in some cases there is more than 1¢ a gallon collected? 
Which ..- said, :varied... I believe if you read the rest of 
it. It varies somewhat. 

That is rizht. Is that rental received on the whole to 
cover the total cost of operating and carrying these. 
properties? 

As I mentioned in this brief, the rentals we receive from 
our tenants cover maintenance and operating expense, but 
does not cover depreciation and taxes. 

And capital investment? 


You are speaking of operating expense for the minute. ‘Je do 
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not expect them to pay for the properties. 

What you say then is that the lg, your basie rentals that 

you receive, whatever they are, only cover operating 
expenses and do not provide sufficient revenue to take 

care of amortization of the capital and the investment. 

I mean the capital invested, or insurance or depreciation 

of the property? 

It is all very sPecifically covered in this. You want to go 
over it again? 

That is a fact, is it not? 

I merely stated a moment ago it does not cover taxes and 
depreq tion bit does cover all other direct operating 
expense. 

Where do you get the money to pay for the taxes and depreciatior 
and capital investment that you make in the first place. 

How is that provided? 

Our average operating expense for service stations last 

year was 1.51¢ per gallon. That takes in taxes, depreciation 
and everything else. We explain we do not expect to operate 
service wee ven: for nothing any more than we expect to 
operate bulk stations for nothing. at the present time 
I.think, contrary to public opinion, or the public conception, 
our direct costs for operating service stations are less 

than our direct costs for operating commission stations. 
True. You are coming to the point. 

If you will make your question clear IT have tried my best 
to answer. 

How do you provide, or how do you include in your marketing 


expense that you mentioned of 1. something per cent, enough 
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money to provide for depreciation and taxes on these 


service station properties? 


Yes, Sir. 
You do? 
Yes, Sir. 


Where do you provide it in this statement? 

Well, it is under Service Stations. Which statement do 
you refer to? 

I mean in the statement of Expense, Marketing Expense? 

It comes ander Service Station Costs, %54,000.00. 

What pace is that? 

That is on page 7. Service Stations, $54,445.00 includes 
all direct expenses of every kind, including taxes and 
depreciation. Less the rentals obtained. 

What you say then is that in this total marketing expense 
you have provided all necessary amounts that will take care 
of service stations insofar as depreciation and taxes? 
YES. (SDT, 

Now, you mentioned that you do mt loan pumps and tanks to 
dealers? 

No. 

That is correct? 

vell, there might be half a dozen or so. 

But in general you do not make any loans? 

We do not loan equipment, that is correct. 

What is your system of selling equipment? 

We sell pumps and tanks to dealers on 5 year terms, with 

a cash payment. I am not sure’ just what there is. It 

may be 10 or 25%, but the balance is payable over sixty 


equal monthly instalments. 


i a FS a 
SH OLPRSISUG OOF nate 


h i eae ; : rs De et ae n 
, ma ance tet t Ass se wy a f ate in 1 On . i oon! 
z ‘ } ee a G ted ee sey i uy 6% * 3 fe ta en sit ie 


re a ; ak 


; : ; fs ak D. j 
Pees EOL a ih grees Ce | fel eee an La eS ee a 
hvaaig § BAK obits - ake | .f a . Se Lu cy e a Va oy ak 


f eS ? ' aD ani ty mun wd 


ncaa tk, j 
N % Hy eae f 
; i“ yn ' ; ; , ? ere } : 
; Ey 2% * ps be ieee eT elie unt te I } " r aa 
Hy Sy Le sa (ROCA E Coe a ae ‘ 5 ty oe ha i Ree LA si a et dye ad there 
; ¢ 3 a tas ; ; 
- 3) \e4: foie 
ital J aa TAL i 
By - fs : 7) ada’ f c M , is 
‘ fr ds ae i 5 wee hed "y ra RE “4 
F PRI fon mar Hea RO A cle Rai 18h \ < ; et | cay ot} : 
; Wk F yas re 
‘ « Tal * 


f r 4 NY) apt 
4 LF ’ ‘ oe bY, i, : we) od 
rr <'y brs) 
a p } Ue | Re Ot ed. 2 e 2's, iia 
| 7 sete 
P Che Fel Og ie 
Be Ea Bs Sk Ok) TMCS Saree eae aa EAS, Pes y Ke iN | 
‘t rs I Ub ue 
Pata coe ‘ é : a a 
veo lapis as a a ew lated | inal 
SME ms By (i 29 Gfig ) Seay ay ey, 
. " { ‘ 
ee Ouiss 2 resigh ey H, 
‘ vee ~ F ‘ yuh ek het 
INE At X } he 
a < a yl ie opi zoe eit 
ya eR A Lh | ok, a8 Nery yee ae 
Ta ake ee ae sth np a ede So ai i ial if tah ae v a 
| ye BS) AL Die Ae ee era coset $8 et sin Airy BL 
; ig? ‘ ' ue ‘i es iy Petal 
“, ; ae ras Py Sg tangs "i Ae “#4 
ey 


Wisi: 


Hox : det edn 


ty ee 


vs 9 Bonebié Aah 34 “Wp: i ll a 


Pig LET te, ate t ’ ee cat wa bth Ae 


x rr, 
a oy esa F 


ob By, is ab nt 
ee au Let & 
sai ups ‘wsol. ton 
vie ‘ iia Ny ee ai oe . 


a} 
ay ‘i 


Teneo Ma 


jin 4 ae 


ae ncaetbeihe 


ei 


& 


™. Halverson. ~9454- 


What provisions are there to the dealer purchasing equipment. | 
Are there any provisions to say that he must purchase your 
products if he is going to use that equipment? 

Well, at one time we used to tie up the sale of our equipment 
to the sale of our products. ‘Ye have now the exclusive 
buyer's agreement and we do not consider the pump sales so 
seriously as the exclusive buyer's agreement. 

You say they are sold on sixty equal monthly aoseniheeyy 
whatever the amount? 

THE CHAIRMAN: I just want to understand that 

as we go along. You say you originally when you sold a pump 
required that only your products be put through the pump? 
Yes. 

Now, you rely on some other agreement. What is tmt? 

The exclusive buyer's agreement. The undivided buyer's 
agreement, which I tabled there. 

MR. PLOTKINS: So that you accomplish the same 
thing. You do not feel it is good business for your company 
to sell equipment and invest their money to permit some 

other company to sell their nroducts? 

No, I would not consider it good business. But if a dealer 
wanted to leave us we would not let a pump stand in the way. 
MR. FRAWLEY: If I have a garage and selling 

two products, I cannot get a pump from you, you only sell 
these pumps to undivided dealers? 

No, we will sell a pump to any dealer. “ven a split dealer, 
we will sell him a pump. 

But you expect dealers to use that pump, one of its terms is 
to put Imperial gasoline through it? 

As far as the pumps are concerned, we make a small profit on 


them. ‘le do not sell them at cost. But as a policy we sell 
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the equipment to our ow dealers. 

Your own 100% dealers? 

Well, he may be & split dealer. ‘Ye might sell him a pump. 

He might want to sell our products as well as somebody else's 
products. 

But with respect to the pump you would expect him----- 

We would not sell him a pump to handle somebody else's stuff. 


Or product is the better word. 


THE CHAIRMAN: Weare wsime (every io tduor 
expression. 

MR. PLOTKINS: When you make the sale you collect 
25%? 


I am not positive. It is somewhere between 10 and 25. 

The balance is spread over sixty equal monthly payments? 
Yes. 

Do you enforce collection of those monthly payments? 

We attempt to. 

Is it not your ususal practice and the practice of the trade 
in general to not make any demands for those payments as 
long as the dealer is purchasing your products? 

It is possible that some oil companies are not quite as---- 
they do not follow the collections like we do. a few years 
ago, six or seven years ago we sold dealers equipment am 
then found after we had sola it to them that they either 
would not pay or could not pay. And then we were placed in 
the position of having to repossess. So about two or three 
years ago we issued very definite instructions not to sell 
equipment to anyone unless the management was satisfied he 
needed the equipment and was able to pay far it as per the 
terms. 


As a matter of practice, Mr. Halverson, your company does not 


J ‘ 
iL ‘ 
a . el, 
ny) Fa ihe (a as. 
ao 
ote 
* 
aC ty eae ae 
‘ joe BAY 
i 


i 
Je 
“ a 
ae 
vd \ 
ay ; 
Ho) ig oy mye 
| at a ea u? 
it 
, . 
we 
i 
as J 
chy 
Vergy a) 
if ta 
‘i 
‘ 
" 
es 
‘ gos oe t 
Ce mR: 
" 
+’ 
my 
Ws 
#0 ape 4 
4 
} 
uy 
Ae ss 
ad “ 
- 
ea 
* 
, 


iran ae Bi bt, i gone cn { ae ee F ud %, tee oe 


ot cas me tant fs faaee al 


bicep santas 
i 7 hye ve ' 4 ek ) ei e's OTS $ z 
| 4 | VA 
; r ; as Hua 


4 vice ACA ee RS. ieee aa 
MAE BE ae soe ik ut 
of nine : ue ee ibe 


ay Mp a i mn | ' i \ Se ve Ms " , F 
ae a WR a ; if ease a) 


it 
i 


ah 


te. vines ee ine 7 bet at ey oH83 


- ‘ Gece ie 


© mateeionns Le fexieh git Ba 


5 i bigtas 
eT net. 
va a - hy 


any 


T+2 
10 


A. E. Halverson. -9456- 


as a rule enforce the monthly collection, the monthly 
amounts that are te be paid as long as that dealer continues 
to buy from you? 

Oh, yes, we do. 

You say you do? 

Yes, Sir. ‘Ve battle it out with him. If we cannot get 
anywhere we will have to repossess the equipment. 

In a given competitive situation where that dealer might be 
Open to attack by another company would you not soften up 

and allow those payment to go unpaid as long as he was buying 
from you? 

NiO. We have only one policy regarding following collections 
On equipment. I am quite aware that there may be some 
companies whose rules in that regard are not as rigid as our 
own. “e do not want to loan equipment, either directly or 
indirectly. But to sell equipment on contract and not follow 
up for payment is the same thing as loaning the equipment. 
These contracts call for if dealers discontinue buying your 
products that the total amount remaining unpaid is due? 

Dede. ot Moink theat.is in the. agreement. , D-can meke sure 

Ol iu. kL nave never heard of such. 

Have we any pump agreement or equipment agreement? 

I will be very glad to get one. 

With regard to ns remarks in this brief about some oil 
companies operating in settled areas, or in selected areas, 
whereas your company feels it their responsibility to have 


your products available everywhere. [Is it not a fact in the 


early days you deemed it wise and profitable to establish 


outlets wherever possible. In the days when you were shipping 


in your products by tank car? 
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Yes, we established outlets wherever we thought it was 
reasonably advisable. 


And at that time previous to the establishment of your 


refineryuhnere, in, 1950 or L931,was it, your refinery in 


Galgary was built? 

IGP GESe Vowbnewy cere LICSs) 1 think. 

Peo MunAtWwiSs right. fou were shipping in products by rail 
in tank cars from the United States? 

That is right. 

At tnat time prices were pretty high ‘insthis territory? 
Yes, they were. They would look pretty good right now. 
The spreads were fairly large? 


+ 


Well, i am not familiar with the spreads. I know the prices 
of commodities in Peay at that time were very much 
higher than they are to-day. 

Do you recall gasoline selling in Calgary about that time 
for) 54 .centg.a gallon, with no taxes on it? 

Laownot srecal lithe privces. 

In them days you would consider it very profitable to erect 
a number of these bulk stations pretty well anywhere there 
was any settlement, wouldn't you? 

Well, we erected them, I think, very wisely, because we have 
not had to reconsider our setup very much. 

It was due to the fact it was very profitable at that time 
that you covered the territory so well? 

There was another angle to it that might be of interest. 

As far back as 1930 the total consumption of petroleum 
products in the Province of Alberta was more than it is 
to-day. And at that time I think it was a God-send to the 


farmers of Alberta that we had distribution because they 
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were getting wonderful crops and we were one of the few 
compamies that were there to serve them. 
MR. FRAWIEY: Mr. Halverson, if I may interrupt. 
I think at this point it might be a good point to put in 
the map that shows the distribution of the various companies. 
It is a map showing all the bulk outlets in the Province. 
THE CHAIRMAN: Of the Imperial? 
MR. FRAWLEY: Of all the companies. 
(MAP IN QUESTION, SHO’ING THE 
BULK STATIONS IN THE PROVINCE 
OF THE VARICUS COMPANTES IS 
NOW MARKED EXHIBIT "318". ) 
THE OHAIRMAN: Exhibit "418" is a map 
showing what? 
MR. FRAWLEY: A map showing the bulk outlets 
of each company carrying on business in the Province as of 
the 15th of June, 1939. 
THE CHAIRMAN: The bulk outlets of each company 
on the lst of June, 1939? 
MR. FRALEY: The 15th of June, 1939, as of 
to-day's date, we might say. A legend accompanies the mp 
which I, perhaps, might read into the record. It gives a 
list of the companies with the number of outlets. Imperial 
Oil Limited, 284; British American Oi] Company Limited, 272; 
Great ‘est Distributors Limited, 130; North Star Oil Oompany 
Limited, 83; U. F. A. Central Co-Operative association 
Limited, 54; Maple ueaf Petroleums Limited, 57; Lion Oils 
Limited, 37; Texas Company of Canada Limited, 17; Canadian 


Oil Company Limited, 16; Gas & Oil Products Limited, 135; 


Union Oil Company of Canada Limited, 6; Associated Distributors 


Limited, 9; Arctic Oil Sales Limited, 18; Aretic Oil 
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Company, 9; Alberta Hi-Way Refineries Limited, 6; 

Becker Oil bemoans Tidited.. 5; Davidson Bros.:, )*6: 
Drumheller Independent Oil Oompany, 2; Gold Standard Oils 
Limited, 10; Hydro Pete Oils Limited, 8; Mc0oll-Frontenac 
Oil Company Limited, 2; and companies with one outlet each 
26, or a total of 1,049 bulk outlets for all companies. 

THE CHAIRMAN: Who is verifying that mp? 

MR. FRAWLEY: It can.only be verified by three 
or four witnesses. For that reason I felt that the 
companies iriereatod might agree on the figures. The 
Imperial Oil timited have already agreed on the number of 
the bulk outlets, 284. But I would be forced to bring one 
or two or three pensple---- | 

THE CHsaIRMAN: tT think it ds a°very vVeluable: mar, 
so I was just suggesting that by agreement or otherwise you 
Bett overizied so that it will be of some value to us. 
There ought to be no difficulty. Everybody knows their own 
bulk stations. 

MR. FRAWLEY: The only difficulty is the 
Lepartment in Edmonton that issues the licences had not the 
information right up to date and I had to do considerable 
checking with the oil companies to bring it up to date. 

The British American jumped from practically 75 stations 
because of this new marketing system that we will hear 
about. That is by way of example. 

THE CHAIRMAN: A signed memorandum from them all 


would be just as good. Anyway, ---- 


MR. FRAWIEY: x would like Mr. Stevens to check 
his. 
THE CHAIRMAN: If it is ever going to become 


important-—--- 
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MR. FRALEY: I quite agree. Thare are 284 

stations for the Imperial Oil. That is the figure I think 

they agreed on? | 

That is right. 

MR. FRAWLEY: There was some difficulty about 

the 284. We know there were 4 in Edmonton that I do wt 

know thet the Department regard as 4. But these are 

small matters we can easily check with Lir. Stevens. 

THE CHAIRMAN: At your leisure, get it verified. 

if it is a good map and I lwve no doubt it is, if we are 

going to use it we will have to have someone other than 

yourself saying it is accurate because vou possibly could 

not have the information. It would be hearsay. 

Could I ask one or two questions about the map? 

MR. FRAWIEY: Yes, and I will be glad ta answer 

ir Tt can. 

I am wondering if you have distinguished between above ground 

storage tanis andwe will say the dealer who has underground 

storage normally but has gotten a wholesale Licence. | 

I think I can answer your question very simply and answer 
everything that is in your mind. The question that is asked 
is the bulk outlet shown on this map is a place where 

| consumers and dealers can go and purchase gasoline at 

wholesale, whether it be underground or whether it be vertical 

tankage such as your company generally has, or whether it be 

a station where barrel loads are kept... Simply where gasoline 

is sold in the Province of Ajherta at wholesale. 

So it will include the dealer who has underground tankage 

but who has been given a wholesale licence. 


Well, all sales by wholesale, because there are many combination 
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units. 

The last question, and I do not want to labor the noe 

How about these wholesale licenoes which are being granted 
to farmers. “ould they be ineluded? 

No. Take the uion Oil Company, which is the shining example 
of that kind of distribution, the 37 stations of the Lion Oil 
Company are limited to those places where stocks are kept, 
either barrel stocks or tankage stocks. And that agent 
who is in the company soliciting business, you might say, 

we have left them out because I did not think it was fair 

by way of comparison, for instance, with the vertical 
storage which you people carried, which is represented by 
the red dots on the map? 


Thank you, that answers my question. 


(at this stage the Hearing was adjourned until 2:00 P. M.) 
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ALFRED ib. HALVERSON, hav~ 


ing been recalled, examined. by ir. Plotkins, said: 

~Q MR. PLOTICINS: lure Halverson, in the 
course of reading your review you made some remark about 
your pervice station tenanta making their own retail 
prices, that you no longer fixed or set retail prices in 


the City of Calgary and Ldmont on? 


A That is right. 

Q That is right? 

A Yes. 

Q Now what action would your company take---- 

MR. FRAWLEY: What did you spay except in 
the City. 

MR. PLOTEINS: I paid in the Citios of 
Calgary and ldmonton. 

THe CHATRuAN: Do not set retail prices. 
MR FRAWLEY: Let us be clear, they do rot 
Bet them at all anywhere. 

MRse PLOTKINS: Previously they have set as 
I understand retail prices in the service stations, 

A At one time we attempted to, when the company operated 
our service stations, but for some years now we are leav- 
ing it entirely to our tenants throughout Alberta to es- 
tablish their own bated | prices. 

Q Now if one of your tenants vhose to reduce his retail sel- 
ling price at any one of these stations, what action would 
the Imperial take? 

A I have known of no case which has been called to my at- 


tention where we had to take any action. I do not see what 


action we could take because under our policy the dealer is 
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frees to set his om retail price. 

You would ignore any reduction in price that any one of 

your tenants might make? 

I do not see how we could intorefre bocause it is the pre 
rogative of any dealer to set his own retail prices if ho 
complies with the laws of the Province and that is up to 

the dealer. 

You would not determine the contracts with the tenant? 

Noe 

At the time that you established these numerous bulk plants, 
you had very little scompctition at that time, I mean there 
were only two companies practically operating in the Prairie 
Provinces? 

A great deal less at that tine, yos. 

So what might have been a gocd policy and profitable at that 
time, now with the business split up as it is, might not be 
quite so profitable in some of these territories? 

Well I cannot quite agree at all with you, wr. Plotkins. [I 
covered that quite fully yesterday. We sarefully reviewed 
our distribution set up in the ifest and beyond the trucking 
radius of Calgary, say 100 miles, we are sonvinced that our 
set up is the best that we know. 

Now take Southern Alberta, the Southern Alberta fringe which 
is being invaded by products from the American refinerics, 
would that not be one of the cases Where at the time the 
hulk stations were erected and you were shipping in oil 

from tle United States and the prevailing prices were fair-~- 
ly high and you could retire those bulk stations or amor~ 


tize them fairly rapidly, that at that time it was justified 


i > Xs " 3 +) Chan 


He SOL Ol TApn eee Rae San sony : So. ‘ i a 
ne Rete ee Aes uaa) mc} le ea sei Hoe u0Y pi hy 


‘ 4 i 7 
1h MH UCAS 2 ‘ res iM 7 ‘ poe 5.8 ae Us 
as vat ech Fae BL ais 
eck a i ' ye SN { ; : 
‘ ; < ‘ 
, J YY 
) | 
t . e 
i 
i U ' 
: yen fase oa Fe Base EAE 2 
ee ee be pices PPE ee a ee my as ‘ 
r i 
‘ 7 
1 A y 
eat eae rte rn roa eis 
Fl oy os ee rhe 2 Dee: a : he 
j + ‘ 
. f . 7 
HG Be 9 8s f ry Na ates 4 P z) 
* ea 4 i aes 7 i) * st nan i 
i Vv : 
4 
- " 
a us) \ 
Nae ah, 
| 
?, 
aD St Agr eee = ‘ 
5 j u4 ‘ P 5 r ri os 
th 
1 ts wpe . “ ¢ aut x 7 e ‘ ey ages 
+ : t f Z Rs ea 
e : 
y 7 
: ‘ e 
1 as Sail oy it ‘ oo ve 
4 } r Be Rae Dey 
5 » - 
4 " Fe ey a i a Va ay sg 
P ni A ne 2 Heuer cee Ve Ce F 
r i His ‘ m fa lg ote A a coi ia i 
" “fee ioe or Tae t eee 4 
¥ “ ae) Stead . ee = Rr a i 
“y f ee whey, Kat: 
i Os ease es ane : , k ‘ ; > 
‘ a Stang or ia A aR. 
, . Lar 
I Ts é « 
: es pape * ¥ - 
au ay a ’ eo) eae 7 ie 
ty 5 " 
inet : 
ah } 
Pee, A 
waaay Pian mt) 4 . 7 a i 
‘ 7 2 : mY 4 \ ‘i et 
d | ka or a Np n ks i a shes . fe nik ‘ Shot a 4, : ion 
° ve 7 


se 8 te! 


seine eete. wie 7 sad 


4 ie ae a ere Ae te Bergh eer 
‘ Dy ee Cage dha ig) Beh Peo 
. ' sige tc sth Sa PN RUS 9 gina gi Re 
Ea SOS i es 4 
' 


faire) at ‘ a : my, ' . rf os t ; ya ee t 
ees ; Ne 2) iaaiiror ei perigee: 


a) 
got 


4-K.Halverson 


03 
3 


- 9404 


but today would you say thet that market in that territory 
is justified? 

i would say that the bulk plant is just as justified today 
Or more so than it was then because costs are more in-~ 
portant today tham ever and our bulk station set-up as I 
pointed out in ou» brief romilts ina very aubstantial 
reduction in transportation costs insofar as the Southern 
Alberta market is concerned, and that is a question of 
where the competition originates from, that has any par- 
ticular bearing on the bulk station set-up, either we do 
business in that area or we do not and for the time being 
we think wo should carry on down there. | 

Even at a loss? 

We have been known to carry on at a loss in areas where 
there have been crop failures and what-not, because we can~ 
not pull out of a market and hope to go back in two years 
from now. edo not think it is fair to our customers to 
begin with and I aa sure that some solution can be found 
for the Southern Alberta situation; naturally we weuld 
like to move Alberta crude down there for the natural re~ 
sources of this Province and if we are going to move Ale 
berta crude down there we are going to have to absorb 
freightlosses so long as this dumping condition exists in 
Montana. If we decide it is not proper to move our prod- 
ucts down there we will have to make arrangements to draw 
our supplies fran ifontana, as I pointed out yesterday. 
Have you kn tied Oe to submit to the Commission which 
will substantiate your statement as to dumping conditions 
from the American refineries into Southern Alberta? 


Yes, I can, I gave the exact figures in my brief yosterday 
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and although those special prices to Canadian truckers 
and farmers are not mieiated in the National Petroleum 
News, yet we have had two of our representatives go 
down there and contact them and get the prices and I am 
sure hire Frawley can easily conform it. 

Q Now take your ixhibit NBT 6" jobbers prices and sales---- 

Q MAJOR LIPSHT?: | Just before you pass to 
that, is there any dumping duties enforced against prod- 
ucts being shipped in below sclling prices in siontana, do 
you know? 

A At one time or another there have boen dumping duties. 


They are supposed to be based on a fair market value in 
the United States but so far as I know in my experiensae 
they do not seem to have been made effective by the Dominion 

Government. I think the Dominion Government has the right 
to impose a dumping duty but so far as I know thoy have not 
taken any steps to do so. 
There is none imposed anyhow on Montana products coming in? 

A Not to my knowledge, and it has been a bit of a sore point 
for us because so often we are told we are protected by 
dumping duties and on the one hand we get the tlbm for 
being protected by dumping duties and then those dumping 
duties are not exercised.» IE am not taking any stand as to 
whether dumping dutics should or should not be exercised 
but to answer your question directly so far as I know they 
are not being imposed so far as n.ontana is concerned at the 
presont time. 

Q I just ask, Mr. Halverson, because I happered to hear myself 
a atatement from the Dominion iJinister of Commerce that any 
evidence which was produced to him as to goods baing shipped int: 


Canada at less than the fair price in the States, that he 
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would apply a dumping duty at once; that was another 
commodity of course. 

A Z do not want to be too presumptious but it seems to ne 
that the Province of Alberta interested in its natural 
resources could very cffectively take up that question. 

Q MRo FRAWLEY: However, I would like to 
read a paragraph from your statement "315" yesterday, on 
page 14, and ask you perhaps to say a word more about it, 
On page 13 you say: 

"If wo are to continue selling products made from 
"Purner Valley Crude in Southern Alberta we will 
“have to supply this market from the Calgary Re- 
"finery and continuo to absorb freight losses". 

A Yes. 

Q "The only alternative is to abandon the Southern 
“NAlborta market tO siontana dumping competition 
“or make arrangements ourselves to supply this 
“market with products made from siontana crudc at 
"Coutts?" 

A Yes. 

q Now that is a very limited thing? 

A I might qualify that a bit, it would not necessarily have 
to be made at Coutts. We probably could mako an exchsnge 
arrangement of some kind. 

Q And bring in products from Montana? 

A In other words we would try to do the thing which was in 
the best interests of Alberta and at the same time put 
us in a competitive positton. 

a It struck me yesterday that was very limited under the 
present conditions, where you have practically dismantled 


your plant at Goutts, you would not perhaps think it ad-= 
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visable to reconstruct that plant? 
A Since I wrote that, my brief was written some time ago 


but since I have written that it occurred to me that it 
is possiblo we might make an exchange arrangement. 

Q Yes, your mind would be open to anything at all that 
would legitimately mcet that situation down there which 

now you have to carry on at a loss? 

A Yes, definitely. 

a THS CHATRAUAN: Do you consider it a ten- 
porary condition, ir. Halverson? 

A We are inclined to regard it as such; temporary perhaps 
fora year or two. 

THE CHAIRIiAN: Yese 

Q wk e PLOTEINS: lire Halverson, is it to 
your knowledge that the Dominion Government about a year 
agO was mede aware of tho situation in siontana and 
Gaused an invostigation of this charge of dumping? 

A No, Ll am not aware of that. 

Q For your information I wish to say that I did make rep- 
resentations to Ottawa and they sant inspectors, down to 
kiontana and the inspectors came to a decision in regard 
tc this complaint and they cl:imed that, after due 
investigation of all the factors, that they could not 
see their way clear to recommend any dumping duty and 
they gave me the reasonsand I am going to cxplere those 
reasons with you. Now you showon page 3 of Exhibit "316", 
the margins which you allow to different companies that 
you call jobbers, and when taking these margins and ded- 
ucting them from the official tank waggon price of the 


Imperial Oil and weighing the balance as against the price 
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that the refiner in s:ontana charges to what you call 
"truckers" but to them are "jobbers", is there any dif~ 
ference? 

Yes, there is quite a difference. 

Let us see how you arrive at that? 

These quotations which you refer to here are given to 
organizations operating more or less throughout at least 
Western Canada and in some cases the Dominion of Canada. 
Yes? 

It is the accepted practice in the oil business every- 
where that a large organization thet already has its 
system of distribution, if you oan sell then at a profit, 
you have to make a price that will interest him or he will 
make arrangements of his own, such as a refinery, but I am 
not referring to that kind of buycor in Montana. I am ref~ 
erring to psople like Trimble Brotrers who operate about 
half a dozen trucks, and I am referring to a farmer with a 
truck who goes down there and buys 10 barrels of products; 
I am referring to a dealer that goes down there and buys 10 
harrels and to compare that kind of a buyer with an organ- 
ization that operates throughout the Dominion of Canada, 

ZL think is a bit far-fetched. 

Well why, Mr. Halverson, is not the position of the Big West 
Refining Company. which is one of the people that sells 
products that come into Southern alberta and Southern Sask~ 
atchewan, is not the position of that refinery in relation 
to the Trimble brothers you have mentioned;-+: 

Let ae put it enor ner way, you have mentioned, if that 
practice is sound in regard to Trimble brothers and these 
other people, these same refineries should be extending 


those same prices to truckers in the State of iiontana. 
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They do it, their prices, Mr. Halverson, that they qpote 

to Canadian distributors, as they call them, are they not 
comparable to, the prices which they sell their large dis- 
tributors in Montana‘ 

For comparable buyers, truckers, the price is entirely 
different. Down there a trucker such as Trimble or a 
farmer pays the posted tank waggon prise but when he hap- 
peng to be from Canada he pays about 5 cents less. What we 
object to is; if that was their policy in montana it woulda 
be different but they have an export policy which is purely 
dumping. 

MR. FRAWLEY: Some only, I would say? 

Some. IL would not say all of them. 

MR. PLOTKINS: Is not the difficulty with 
you, that you refuse to recognize a company like Trimble 
who operates some 20 trucks and sells one million gallons 

a yoar in both Provinces, Saskatchewan and Alberta, is not 
the trouble that you treat them with contempt and say "Well 
they haye no right to exist"? 

No, not at all, 

And that they phould not be compared with a company such 
as the eC aine my ontenso? 

No, I want to clear up one point, we treat no one with 
contempt. Everybody is entitled to make a living in their 
to find with Trimble Brothers 
for trying to make an honest living but I am merely making 
the statement that they are buying products in iiontana at 
less than they could buy it if they were living and operat- 
ing in tiontana. 

MRe FRAWLEY: There is something wrong there, 
well all ri ht. Go on, Trimble does not seem to be in the 


million gallon class. 
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ithe PLOTKINS: Well Mr. Frawley, Trimble 
operates as well in Southern Saskatchewan, as well as 

in Southern Alberta and as a matter of fact most of 
their sales are in Southern Saskatchewan. 
WR. FRAWLUY: Oh yes. 
MR. PLOTKINS: Now sco that what yeu say, 
Mir. Halverson is, that these truckers, because they are 
not national organizations and do not operate on an 
orthodox basis, you feel that the Nontana refinery should 
not extend to them prices comparable to what you would ex- 
tend to organizations that you think come within the 


definition of a jobber. 


THE CHATRMAN: The witness did not say that, 
you Know. 

WITNESS: ; No; 

MR. PLOTKINS: E am asking him if that is 


what he says. 

THI CHAIIWAN: He has already told you that 
his complaint is that Trimble Brothers or anyone clse 

like that, buys in Montana at a price that they could not 
buy were they living in siontana and which he says is dump- 
ing, that is what I understand. 

WITN GSS: Yes» 

WR. PLOTKINS: L think lire Frawley should be 
& le to secure from the Dominion Government, the Customs 
Departaent, a report of the survey they made about a year 
ago in regard to those conditions. It might be of assistance 
to this Commission. 


THE CHA TRAN: It might and no doubt lir. 


Frawley will consider it. 


MR. FRAWLEY: IT can get it much more directly 
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than that. 

MAJOR LIPSETT: are the conditions today 
practioally the same as they were a year ago, ir. 
Halverson? 

dn Montana? 

Yes, this dumping of which you complain? 

I will have to call on my memory but I would say they 
are practically the same. They are no better although 

I anno authority on crude oil at all, yet I understand 
that the demand for crude in siontana is increasing, 
there is less surplus orude and along with it there is 
the possibility that the refineries down there may not be 
under the necessity of dumping their surplus products into 
Canadae Undoubtedly they would rather sell it in :.ontana 
at the higher prices than dump it up here. 

Well do you say that that is expressing the possibility 


that those conditions which are now existent, may alter? 


I think they may ameliorate, they may get better. Of 


course that is just a guess on my part. 


(Go to number 9472 ) 
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MR. PLOTKINS: You say, Mr. Halverson, in 
Montana the Big West Refining Company, for instance, that 
their netback on their Canadian business would be less than 
their netback on their jobber business in Nontana? 

I do not know anything about taeir jobbing business whatever. 
I think Mr. Cottle made a survey of that very condition and 
may give some information later on? 

MR. FRAWLEY: Yes. 

MR. PLOTKINS: Would not the reason be that you 
are at all times endeavouring to maintain your position over 
the whole territory, irrespective of profit or less that 

you relate that to the necessity of your company maintaining 
a sufficient amount of sales to be able to continue the 
present policy in Turner Valley in regard to posting the 
field price? 

I do not quite get the significance of your question but 

I might answer it this way. That our policy is to continue 
marketing in all parts of Alberta, so long as we can possibly 
do so. We do not want to. pull out of a community hurriedly. 
I can conceive of conditions over a long range period where 
we might have to get out. But we do not want to be 
precipitate about it. 

But is not the necessity forced on your marketing department 
of maintaining the preponderant part of the sales of the 
Prairie Provinces in order to retain the power to nominate 
the field price in Turner Valley? 

That has been no part of it, as far as I am concerned. 

As far as my knowledge goes, and I am supposed to be a 
marketing man, our real concern has been to maintain our 


volume so that we can reduce our cost per gallon, so that 
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on the one hand we can sell our products at as lowa 

price as possible and at the same time make some return 

on our investment. That has been my sole concern and I 

am speaking for the marketing department. 

THE CHAIRMAN: Just to conelude your questioning 
on that point. «as I understand you, .r. Halverson, you say 
that you are concerned with that as the marketing head? 
Yes: 

And these are the considerations that you take into aecount 
when determining how you will direct marketing operations? 
Yes. 

And I take it then that you have not imposed upon you the 
impress/or other considerations from your, executive, namely, 
control of the field price, which was the suggestion cone 
tained in the last question? 

I have never had that imposed upon me or impressed upon me. 
Naturally, as an Imperial Oil director, we are interested 
in anything within the limits of good business that will 
help us to move Turner Valley crude. 

Mie oP AMER NG KE. DroriG? 

Naturally, that is what we are more or less in business for. 
Would you be in as good a position to make a profit on your 
operations if someone else decided the price of crude in 
Turner: Valley? 

I cannot speak with any authority or with any confidence on 
crude prices. 

at the present time crude prices are fixed or set by the 
Imperial Oil. That evidence has been given? 

I cannot speak with confidence about crude prices. I have 
no desire to evade but it does not come under my jurisdiction 


and I do not like to discuss matters I do not know anything 
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about. 
THS CHaTRMAN: I suppose as a director of 
Imperial O11, and forgetting you are the head of the 
marketing department, as a director of this company you 
would know, as anyone would know, that the price of crude 
would have some bearing, I suppose, on the cost of your 
refined product and you would be interested in it? 
I am interested but I am not consulted about the price of 
crude. 
MR. PLOTKINS: 3G, the.present time, tr. Halver cen, 
the prices that are set for Turner Valley crude are based on 
the requirements and conditicns of the Imperial Oil marketing 
department. In other words, the peonle, the refinery depart- 
ment,when they decide on the value of crude, take into 
consideration your marketing requirements. That is what 
we nave been told here, at least? 
Well, 1 do not like to give evidence on this matter but I 
will make this very brief statement, that I think it is 
merely common sense and that is that there are other factors 
involved in the price of crude besides marketing requirements. 
The distance it can go afield from Turner Valley depends” 
upon the laid down cost of crude at Regina, for instance, 
in comparison with crude from some other source. It gets 
back to the matter of cost... In our endeavour to sell at as 
low prices as we can we try to produce it as cheaply as we 
can. 
If somebody else set a price on crude on their conditions 
and ignored all the conditions the Imperial were faced with 
the probabilities are it might not be so favourable as far 
as your refining conditions are concerned? 


I would not be familiar with that. It seems to me I am 


us 


Cibowpest PO ye wens . 
poe ering 


i i 7 ty A 
Ath, Da ey & ar wh a A ene 
i . 
4 
“4 j i of ; f 
i as rat, 9 al ny! ) ie 
\ 
i \ 
if : “es i 
Y . ; a atk i Oso, 
oe : ' ite 
Ko Ne 
Fi ' Sat 
ty De 
a 
Dal nee 
) 
eats, ie ; ae 
osu » a ‘ r SD 5 
hal ad ‘ . et , i (att bs r v 
tie ts } aN er NG, it PO Caan ir at 
i ME tae z , A ‘ , Lae 4 n* yo : ieee aad awe. van 
ui x Ee oer Ou ren DS ip Ve iy > oe Pe »y 4 4 
y Soe dit tot phe Ae WANs peadtg Sa 
; a Party (are 
“4 |S 
ae = a ; Fay: bait i or ete ‘ta q x a Jae) 
pm, LO. 8g ome Oka “Efual e egaaine wer at.) 
Ai ; | ie hy) TA Ce Ok ae 
oh mi ts - ae 7 ‘ 
TS ty : } ‘ i - n ‘ ‘ - tu BS mee wie Phar i ee al 1 ae cee n) om 
“an eae Ae SOD oe " pie f } : f a oy 4 +i a a es 
Loh ; ¥ ys TEINS ; < Lancia: ‘ \ ais ‘é fy ht airy ver. ae ia Ll P de ee 
a c 
a \ 
j 
) a 6 { ; ! 
“’ t 
Ag 
pet " 
wh a 
‘as ‘ 
¢ 
7 ‘ 
> - ¥ i 4 . , 4 ,. cy j 
r ‘ sie pee | i ‘ a ras tel doth 
igus i ar Cis Lia Se ee a a Wi: xe Ms at 
I ; bis ; Pe 
1 dane } ; ' T , ti ae ah MN " t 
i ae BAA! ok » es iinet 4? 'h mi eae ie te mi! ey at e 
% ; | 


as 


i" j 2 ” af lag Pd | » . Z ii a ‘ ‘ as Pa 8, 5 f r . Fi 7 
J REAR EE! TERS O OLS AIST) PA et aie § brit oe wee aii atone | , 


3 4 ty eat : af 


‘ 


M Ofer ea al see yr ' nit eitin . ree ay ; 
fA nein Nasi veh sO ON = ie Jee th el ; J a Ps whe BES i? + a & On # ae. 
‘ , es ORs EW Po ae ah ; : , hg ‘ 
a a 2 Me Re sEA?s Ao a ee a bias ee ROS a, ao r oe aioe & as 


My ves poet P : TaN f 
eer oe ee ate: 08 


patie 


ye F2O8 % be), mreen sed sail ~ soa ite 


h 
f, mE 


Rigsaio ep 7h cage Teh ie wh 2 Say Tie a a ai , 


Leo 


A 


™%. Halverson. -9475— 


Supposed to give evidence on some things I know something 
about. | 

You know, as a marketer, your company is vitally concerned 

in maintaining its volume in Vestern Canada? 

That is what I said a while ago, yes, Sir. 

On page 6 of your “xhibit "314" in the third paragraph 

you mention that the smaller or local companies operate 
intermittently and, therefore, do not give continuous service @m 
are throwing the burden on your company to provide uninterrupteé 
service to the farmers and factories? 

NHeYS are you reading? 

IT am just summing uo from the third paragraph? 

Iam just trying to find what vage? 

TH: CHaIRMAN: Page? 

ie a NS) rage 6, the Taira. parasrapn. 

It savs that the small com:anies operating principally 

within sav a trucking radius of Calgary do not tMve the 

same problems. Now, vou are referring to these provlems, 

as you state, of kéeping your staff intact for twelve months? 
Yes. 

Whereas you imply that the smaller comoanies trucking out 

of Calgary are able to reduce their staff and reduce their 
expenses, and that they do not need them when they do not 
operate? 

It would seem that way. 

What are the actual facts. if you were faced with competition 
Giri o nMeatoures WOuld. ib be very Serious. pylimeanimt you 

were faced only with comnanies that jumped in and jumped out 
of the market do you think there would be very much 
competition to vour company? 


T did not use the word "intermittently" to begin with. 
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Q I will read it all. | 
t Alberta covers an area of 248,800 square miles, 


"much of which is relatively sparsely settled, but 
"nevertheless, entitled ty dependable service at prices 
"that do not discriminate against them as compared 
"with more settled areas. On the other hand, the wise 
"variations in seasonal demands adds to our difficulties 
"in reducing marketing expenses, because a staff and 
"pnlant must be kept intact 12 months of the year to take 
"eare of peak requirements even though our sales during 
"the winter months are practically negligible. 
" Smaller companies operating principally within 
"easy trucking radius of Calgary do not have the sane 
"problems. They can move their products by chartered 
"trucks into dealers! underground storage and we assume 
"ean therefore very materially curtail their expenses 
"during the period of low consumption. If during the 
"period of peak consumption their service proves 
"inadequate, no particular embarrassment results to 
"the consumers of Alberta providing our Company with 
"its facilities for widespread distribution ig ina 
"position to give uninterrupted deliveries." 

You imply there that competition of these companies, small 

companies trucking give only intermittent service and they 

do not serve, and your company has been ready to serve 

these particular comuunities? 

A I must state the facts as we find them. ‘ve do know at the 
present time during the period of the peak season a lot 


of farmers that during the period of low consumption buy 
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their requirements elsewhere come to us. 

Q I believe that statement is absolutely true. Now, let 
us see why they come to you. Is it nae becawé in the 
fall when the crop is assured to the extent of some districts 
at least that you are then as a matter of good business 
enabled to allow your agents to give credit to permit the 
farmer to take his crop off and pay you after he has threshed. 
And that is the reason at that time of the year you may 
find yourself with considerably more business than you 
would normally. Would that be a correct interpretation of 
the facts? 

A I think you have gone too far. Because in the first place 
we do not extend credit to farmers. And in the second 
place we do not subsidize or finance an agent to do so. 
inesomeuceses tam aerent will deliver one barrel or two as 
an unauthorized cash sale. He makes out a cash sales 
Tepor’ oor, iheand hevdelivers» the, two barrel swand weihold 
the agent short for it the game as if it were cash. hat 
is only done in a limited degree, just when threshing begins. 
But the real reason, I believe, is this, that in the first 
place the demand for trucks is so heavy at that time that 
there is not enough trucks to take care of it. In the 
second place a lot of the farmers during the idle season 
are glad to truck their own products but «t that time of 
the year they are so busy that they want to draw their 
Supplies from the nearest agency. 

Q Now, Mr. Halverson, this is another point where your system 
of supervisors comes into play. Would you dispute the 
fact that at that time of the year your supervisors just 


make it their business not to come around for a certain 
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length of time to permit the agents to let their gasoline 
or product out 10r a limited time and then when they do 
come around matters have been straizhtened out and the 
money is paid and the records made straight? 

Well, I can very easily answer that question. The contrary 
is true. At that time of the year we audit twice as often 
as we do during the balance of the year. 

You mean after the crop: has seen taken off? 

No. 

You audit twice as often? 

No, beginning before the rush and up till the end of it 

we audit twice as often as we do during the less busy 
season. So the facts happen to be the opposite of what 
you have steted. 

Mr. Halverson, you know that I was agent for one of your 
Gomoanies for a ene years and I know what I am 
talking about. 

THS CHa IRMAN: Well, if you do and you wish, to 
state it to us, you tell it in the witness-box. If it has 
a bearing we will hear it. 

I will be very glad to produce our instructions regarding 
auditing and confirm what I just said. 

MR. PLOTKINS: | Now, smaller ecmpanies at the 
present time actually distribute as far as 600 niles. 

Is that within your ‘cnowledge, Mr. Halverson? 

No. There may be the odd barrel, but as far as my knowledge 
goes there is very little moved up into theo Peace River 
country, for instance. Very little. 


Do you know that local comoanies here have an established 
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business as far as Saskatoon and North Battleford, and 
maintain that business by truck? That is quite a long way? 

A That is quite possible, as I said before, because during 
the period of peak consumption if supplies are inadequate 
there is no particular harm done. in the meantime the 
dealer or the person in question finds it may be advantageous 
to buy because he gets a cut price. 

Q Do you believe that a compqny operating intermittently in 
the fashion you outline could continue to maintain itself? 

A I believe that is one of the reasons for that type of 
company to sell below the price that the Imperial Oil 
sells at. Because once you get out of an account your 
way of getting in the account is to make a special price. 

® SOU are familiar with the operations: f of the Gas & O11 
Produgts.nare you, Mr. Halverson? 

a Just in 4&4 general way. Iam not very familiar. 

Q Do you know whether they maintain the officiel tank waggon 
price .of the Impertal Oil? 

A le do not expect them to maintain our official tank waggon 
price. 

Q@ Do you know whether they do? 

A We have their price list and my information is this, 
I have quite a few price lists that support it, that there 
seems to have been a great deal of competition in the 
Calgary area between what I would term local oil companies 
as against those that operate in other Provinces. The 
Gas & Oil Products, Outen Bros. and the Lion Oils and many 
others. There has been a fierce competition develop 
between them for a certain type of business. That is one 


reason, I believe, that white gasoline is being sold at such 


on ‘ . aa 2 j Ty a A a ee Mere ee Oe. Nee el Ps Res at: vo : 
aes RATES Cat a LS tak Ry oe SNocehny's res d rq f RED MECACR ES ORR ee oo5 S Ps 7 4 
eek. ASR Series Pr Long et Oe: SR OF vk mre ea ; 
¥ ‘ » i . x 
(aes Hf i 
3 : 
us i 
“ “ i) 
hey fe pee : é Se ca 
pcre wie < ae 


: , 
' 4 ‘ 
‘ : 4 
mek ' . 
Ba: ay es pen ee Dae Fee a ane 2 
§ Woes ’ vt cae 
CMa iinet ae ie, Peete: MOS AY pe 


\ ie CM BS m 
7 s af ’ 
i hae a Naha 
&) 
‘ y Bales ‘ 
Lf J, 
. ee ep Pelee an. 
4 apc hoeas i Way 
At Ps 2 bath ‘ 
( 
we - ie & 
os we one Vi 
= ' Py are «. 
q ’ i 
vee { 4 ‘ : ‘ fie 
I tea OR . 0 HN Ri ‘fe 
n re ts ’ 3 
ny ‘ i 5, 
; ’ 4 ’ ta aeene 
; es r : dey See raed 1 7 Cae > 
¥ ; ve vy iy 2 ’ | if ' 
i ane is , ms eK eater i i 
t . 2S 
é 7 Ua 
ate ty y 
, : , r bei eee ht 
vs e ' A ' ut : 
5 ? 5 ‘ 
: if 


a) 
yay 


1 1 - : ae ay 
. py We F ole Wroe. ot ony ele ay %y eu + is 
Bus )3 1 RE ariel ome aa en Pe ELS ht 9 ac. necteie lly 
, ‘ | f ea : ¥ hal a) 
ee ce , e H md Cech e i CH Ee Rape ge he Y) fn ef 7 ea : ‘esi 
wae alt ae ‘ L i ine te ars f mite q ioe eae pa Sir Pee ta aan none ‘t 


Seed igh s1seRmNe 


n ‘ ‘ 
a Ps é Nga 


| 
w 


A. 


&) 


H. Halverson. -9480- 

@ low price. When that competition developed between 

those companies up to the point where our gallonage was 
being seriously injured we had to put the allowances in 

up to a point. 

THE CHAIRMAN: By allowances you mean what? 
These allowances below the posted tank waggon. Incidentally, 
we are ready to table these allowances in maps at any time 
you wish us to. 

MR. FRAWLEY: You might just as well do it now. 
Yes. 

MR. FPRAVGBY: The witness produces a statement, 
7 pages, called Competitive Allowances in sffect as of 
June 16th, 1939, Extended in Values on Basis 1938 Sales. 

(DOCUMENT IN QUESTION IS NOW 
MARKED EXHIBIT "419"..)) 

MR. PLOTEINS: You point to the smaller companies 
making deliveries of their products by chartered trucks 
and to dealers underground storage. Now, do you know if 
that is true of all companies? 

No, some of them operate that have their own trucks, but 
generally speaking) 1 believe it is true. 

Now, the Lion Oils has a fleet of its own trucks. It handles 
its deliveries practical:y 100% and maintains it 12 months 
of the year. So at least in the case of the ion Oils we 
would not shift the burden----- 

THE CHAIRM.:N: You are asking the witness to 
assume that or asking him if he knows, one or the other. 

MR. -LOTKINS : Tt asked him if he knows. 

THE CHATRi‘AN: I told you quite often there is 
no use you making statements down there. 

WR. PLOTKINS: | at least in the case of the Lion 


Oils if you assume we do operate our own trucks then we are 
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ED) 


not in that classification? 
Not insofar as trucks are concerned. But as far as 
dealers are comerned, if you have dealer outlets----- 


Dealer outlets? 


Yes, or an agent with underground tanks that he already owned 


before you supplied him. ‘hen business falls off you have 
no bulk station investment and you simply fold up your 
trucks for the winter, I presume. 

NO. 18°10 Nota fact, Mr. Halverson, in order to maintain 
Our business we keep supplying them customers the same 

as you would supply yours? 

You may, but you do not have bulk stations there and all 
that kind of thing. You just simply have a dealer with 
his underground tankage. However, I was not making very 
much cf a point out of that. rit is Lower cost, operation; 
there is no doubt about that. 

Might it not be one of the reasons why we make the extra 
allowance of 1¢ to that dealer to cover his particular 
installation and permit him to carry it himself? 

That may be true, but there are farmers that do not put in 
any installation. I notice you have more farmer agents 
right now than any other kind. 

We will deal with that when the time comes. [I do not 
believe that is quite true. I do not believe that is quite 
true. 

Maybe not quite to that extent. 

So why do you say these dealers because they own their own 
bulk stations should not be tréated on the same basis | 
as your company owning its own bulk stations and allowance 


made to cover the cost by means of distribution. Why 
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should you treat him any different? 

I see no reason why our prices should not be reasonably 
competitive, no matter what our system fof Alatei bution’ 
may be. ‘Te operate in the most economical way we know how. 
Ye do not think we should have several price structures 


based on different methods of operation. 


No, but why should you interfere then or object to another 


company operating and marketing on a different basis? 

We do not object. 

You object to this extent, that you say they have taken 

your sallonage away and in order to redeem it you have to 
put into effect competitive discounts in several territories? 
Our sales figures for the last year are quite conclusive 

in that respect. 

So that because someone else----- 

ME Willi give those Later. 

pome Ouner Company has succeeded in marketing at a Lower 
cost to the dealer and to the consuming public you feel 
impelled to prevent them from doing that instead of meeting 
competition openly? 

ag far as we know we cre meeting it openly. 

Thy do you not reduce the tank waggon instead of making 
competitive allowances? 

It is quite possible we might consider that. 

Would not that be more equitable to all companies concerned? 
The net result would be the same. 

Possibly the Commission does not understand the difference 
between reducing the tank waggon and making competitive 
allowances. .So we will explore that. What is the difference, 


Mr. Halverson? 
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Well, throughout North America as far as I know sub-normal 
markets are a@ very common thing. An allowance is a sub- 
normal market. As we tried to point out so carefully 
yesterday we have a normal price structure that we extend 
into areas where there really is no competition. We give 
them the benefit of it, whether it is Peace River or the 
most remote town. 

At the present time? 

At the present time, yes, Sir. 

You are giving the benefit to districts where there is nm 
competition of this competitive allowance? 

tnere TS not & great deal of competition in those areas. 

I know, but do you have competitive allowances in the Peace 
River? 

NOn 1 Say tney cet. the benefit of opr normal sricelstructures 
which is based on the Calgary price plus rail. (That is our 
normal price structure. 

Yes? 

But throughokt the North american continent there aré sub- 
normal markets practically everywhere to meet special low 
cost competition or special conditions. as far as I know - 
and maybe I am getting a bit beyond the point - Dr. Fry, 
with his iknowledge of American conditions, would know 
better, but as far as I know no oil company in North 
America has been refused the right by any State to meet 
competition in any locality. 

No? 

And that is all we ask. 

I agree with you, but do you know of any instance in the 


Uhited States where it is met just in the fashion that you 
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have met it here by competitive allowances? 

A as far as that is concerned it is simply a matter of changing 
that over to a reduction in the posted tank pete on 
Acto and the net result is the same. As I mentioned 
yesterday,in this area around Calgary it is not merely a 
matter to-day that the trucking rates are a bit lower, 
but bulk stations are not necessary, as far as supplies 
are concerned. There is not the same danger of running 
out of supplies on account of nearness to the refinery and 
for) thatereason itis a’ lower cost market, notvuonly 
trucking but, perhaps, requires less tankage and in that 
ereamwe Can werecogenazenathat lower cost by one of three 
VS tnedgsin Wercan <cither gone it at a lower price in line 
with its cost. We do mot want to penalize the Peace River 
country. For instance. we are going to keep them on the 
basis of Calgary plus rail freight and no more. 

But in this particular area of low cost we might zone it 
on the basis of some estimated costs. ‘e can out in an 
indivyadual, price within 200 miles on the basis of some 
estimated cost or we can carry on with our allowances. 
The net result is the same. 

Q fetius see if thetiie true: in the aggregate.” Your marginal 
contracts with the McColl-Frontenae and the Canadian Oil 
and the Union, etc., calls for a spread below the official 
tank waggon price. Is that right? 

A Yes, Sir, subject to cancellation upon notice. 

Q But if you put in competitive allowances you are then not 
forced to make them that allowance and, therefore, they 
pear that cost and not your company? 


A That is a matter that is entirely up to us to adjust, because, 
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as I mentiorwd, these marginal contracts are subject to 
cancellation. We can adjust these conditions as conditions 
change. 

You also mentioned that these marginal contracts are made 

to prevent these different companies from going into refining 
Operations on their own and you do not want to lose that 
business and threaten your refining capacity? 

Ye do not want to lose that business as long as there is 
DrOL 7s Gan it. 

When you make competitive allowances the result to these 
companies is that out of their margins they must meet these 
competitive allowances? 

That is correct. 

But if you reduce the posted tank waggon your company would 
meet those competitive allowances? 

Not necessarily. ‘Je might reduce the margin. 

You might reduce the margin. You just told us yesterday 
that you could not reduce the margin because these companies 
would go and put up their own refineries? 

But the point you miss is the price in which they are 
intereste@ is the net price which they pay and narrowing 

the margin, because we reduce our tank wa*gon, would not 

be raising our price to them. It merely means they would 
have less margin on which to do business. ‘e have no 
thoughts of raising our prices to them. But just hecause 
there ae sub-normal conditions which we have to meet 

there is no particular reason why we have to carry that on 
our backs. 

wt the present time with the system of competitive allowances 
you only stand your share of the losses and the other 


companies stand their share? 
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Which i's quite equitable? 

iL Uaink Vso. 

Why do you say it is an abnormal condition. Don't you 
think this trucking business and these lower operating 
costs that you say are in effezst in this competitive 
territory, are they of an abnormal nature, or are they 


just the natural result of conditions? 


(Page 9487 follows.) 
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They may be sub-normal. based on railway rates, that is 

the point you were making yourself yésterday.: 

Well, in the old days when we were delivering by wagons, © 
you based your costs and selling prices on wadtar deliveries, 
is that not correct? — | 

We based it on whatever our costs were at that timé.- 

Yes, ane then for a time you based it on railway rates 

and you are still basing it on Datla rates? 

Yes. | 

But also at the same time a new factor has: developed,~” 


thet is trucking, and you are waiting for wha t ta: 


recognize that situation, now I am not saying that in 


a facetious wey, I am just trying to find out how far 
you feel your company should wait before they recognize 
that situation, are you waiting for the railways to 
reduce their prices and to what extent and so forth? 
Well, the ‘matter is having our consideration but I want. 
to point out this that if the disparity which is now 


existing - between the Pol ivey, rates and hn cle ng' rates” ‘i 


within 100 miles of Calgary ts @ roe tea conditfon, we 


‘do not want to make any drastic move but if we are con- 


vineed it is not temporary but a permanent one, then we 
will. have to recognize the condition and deal with it 
accordingly. ' 

ell has your company made any representations to the 


Highways Traffic Board with a view to regulating trucking 


traffic? . 


Not to my knowledge. 
Assuming that our Company, that is the Lion Oils,. does not 


operate intermittently but also. carries its staff over 
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twelve months in the year to give service to its 

customers, you would not Ad Be us in this eategory 

on Page 6, where you ask the Commission to take that 

into consideration, you say; 
"Some oil Companies in Alberta operate only in 
"selected areas but we feel it is our responsibil- 
"ity to have our products available for prompt 
"service in every town in Alberts in adequate 
"quantities to meet peak demands. This not only 
"includes motor fuels and lubricants for farmers 
"and dealers but aviation products, industrial 
"lubricants, fuel-oil, etestera, to supply 
"promptly the needs of industrial organizations 
"in Alberta, no matter where they may be located." 

And then here you conclude; 
"an adequate dependable source of quality products 
"of every kind for every need always available 
“winter or summer at all points in Alberta, is 
"essential from the standpoint of the uninterrupted 
"operation of Alberta farms and factories and when 
"comparing our operations with those of local 
"companies catering only to selected areas this 
"should be taken into consideration." 

4 YeSe 

I assume you are asking the Commission to class your 

Company on a nice pot basis than the locsl companies 

operating in selected areas under favorable conditions? 

4 I think there is a difference and I believe that your 
Company falls in the category you have just read. You 


are not in a position to give uninterrupted service all 
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over the Province of Alberta. 


cm) 


“hy not? 
“ell for one reason you do not have the distribution. 


Ch you méan all over the province? 


> OO & 


Ves. 


-@1ll do you consider it -- 
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and in the second place, providing one of these assumptions 

that has been frecuently mentioned, if the Imperial were to 

close down, I do not think you could handle the business for 
the time being in any event. You are operating in selected 
areaSe oome day you may not be. However, I do not want to 

stress that point any more. I think it is self-evident. 

Q What do you call selected areas, do you mean that all 
companies, because they are not large and not national 
organizations, should not be treated alike and you should 
be given a privileged position? 

A. No, you are sort of misinterpreting what I say. ‘hat f 
say is that companies that operate in selected areas and 
Pick their areas -- 

q Yes? 

4A Cen as a rule operate more economically, at least to some 
extent. 

Q Yes, more economically from a marketing standpoint? 

a yes, naturally. 
ih RAL Yes The Texas should be a shining 
example of that. 

A “ell of course there are many factors that enter into it 

but I would say that the Imperiel Oil Company, if we 

would pick out certain areas in Canada, we could perhaps 


operate at a lesser cost than we do but there are other 
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factors which, if the Commission is interested, that 
bears on costs that I would like to go into and 

Mre Plotkins touched on it this morning when he wanted 
to know whether we put in bulk stations just as a matter 
of good business or for profit and I would say "Yes" but 
&@long with it I think we have a responsibility as the 
largest marketer in the province, I think we have a 

real responsibility to the public and to our employees. 
Now when it comes to the question of Low cost marketers, 
there are many things which enter into it, there is the 
guestion of payroll for instancee I am not assuming to 
know what others pay but I do know that we feel a 
responsibility to our employees. Our average office 
help is 3115.00 a month; our average warehouse people 
get ;128.00 a month; our average cheuffeur gets $120.00 
a@ month; our average salesman gets 7187.00 a month; 

we work a five day week because we think there is guite 
a bit of unemployment in this country anc we want to 
spread labor. Others may work six days a week and pay 
considerably less than we do. We give two weeks! holidays 
because we think they are entitled to it. We have a 
pension plan. We have set aside over, 38000,000 in 
Canada already for our pension plan and we believe that 
is only justice so that the employee, after a life time 
of service, when he retires he will noe be a charge on 
the state. we have group insurance. hen an employee 
dies he gets one year's salary as a death benefit. ‘ve 
have sickness benefits. ‘.e have qa thrift plan whereby 
an employee, if he puts in 10%, the company puts in 


63% and to the extent that those employees live in 
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Alberta they are citizens of Alberta and we feel that is 
part of our responsibility, to treat our employees fairly, 
and we believe our commission agents should have a living 
wage. At times when there have been crop failures red 
conditions, we Have advanced our commission agents 
commissions during the winter months to be taken from their 
commissions the next year, to see them through the winter, 
just good business and a bit of humanity. Insofar as 
truckers are concerned we believe in™live and let live% 

we could undoubtedly get some of these truckers to truck 
for us less than they are doing today but we are convinced, 
through our studies, that a chartered trucker if he is 
moving products over any territory at less than 10% less 
than railway rates, he is not making a living wage and we 
have no desire to bring him down below that. 411 of these 
factors enter into the cost of morketing and as the 
largest marketer in this province we feel that we have a 
responsibility. "6 feel we have a responsibility to 

stay in certain communities that have had crop failures. 
We feel we have a responsibility in certain areas where 

the competitors are not interested, to give service so 
that the farmer will not have to drive 45 miles to get 

his oil for threshing but can get it at 10 miles. Those 
are all responsibilities which we are glad to accept but 
at the same time it does to some extent distinguish us 
from the low cost marketer. 

Now all those points which you have covered, Mr. Halverson, 
would not any good business firm do those, would consider 
it good busines to do them? 


But it is all money paid over the counter just the same. 
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Q Yes. Now your company pays these different wages, 
what would you consider would be the relative position 
of another company only marketing 3% of what your: 
company markets and paying 85 to 90% of what wages 
you have just mentioned, would you think that they 
were paying less or more? 

A I would not, it would be a presumption for me to 

| Suggest what anybody else would pay. I am merely 
Stating what we are doing. 

q ‘Yell, Mr. Halverson, if there were 50 companies in 

Bi boite With a capacity of 500 barrels a day, instead 

of one or tio large companies, then at the wages which 
you are paying, if they were paying even minimum weges, 
let glone a higher rate, would not the country be better 
off from the standpoint of employment and general 
prosperity? 

I am not an economist to that extent. 

Q So that these plans, pension plans and holidays and all 
these very wise steps, measures, which your company take 
are only made because it is good business and for self- 
preservation? 

a Goou business and a certain amount of humanity in the 
business world. 

Q Yes, certainly human factors taken into consideration. Wow 
in your Exhibit "314", you take on Page 33 -- 

A Vhieh one? 

Q Exhibit "314", Page 33, you show the cost of crude snd 
raw materials, ¥2,642,847.13 and it mkes a percentage 
of the totak cost of 43.7? 
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Now on what basis is this cost of crude arrived at, 

Mr. Halverson? 

Those are the costs which were submitted by Mr. McGrath 
in his evidence on manufacturing. 

Based on the posted field price per crude? 

ell whatever they were, they were what he gave in his 
evidence. 

Yes? Now all the other costs, such as freight, sales 
tax, manufacturing expense, marketing expense and income 
taxes, are actual costs, are they not Mr. Halverson? 
Maw Ls  richt. 

Yes, you can go to the voucher and you can find that 
that is the total cost? 

And the cost of crude is actual to the extent that we 
purchased it. 

yes, well you mean one of your companies sells it to 
another one of your companies, is that not the facts? 
Well I am not going to get involved into a discussion 

of that. 

Well why don't you supply. to the Commission your true 
costs, in other words if you were to show the actual 
cost of crude as well as the actual of all of the other 
factors, then we could interpret or arrive at what you 
are actually doing but if on take The Tere on 

two million six hundred odd thousand which you say is 
arrived at by buying from another company and that other 
company's cost is not taken into consideration, then we 
arrive at a cost which is based on an assumption that the 
crude is worth so much F.C.B. Turner Valley well, now 


don't you think that your company is quite capable of 
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Showing what is the total true cost? 

ae ell judging by some of the evidence I read it is rather 
difficult. 

Rather difficult? 
I do not pose as an authority on that complicated guestion 
and for that reason I am not competent to answer. 

Q Now another matter, what rate of sales tax prevailed in 
1938 on the sale of products, the Dominion Government 
sales tax? 

A 8%. 


totel ssles that percentage 
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figures out 4.14 per cent, roughly ea little better than 
50% of the monies which you received fur the products 


which you sold? 


4 Yes, the sales tax is not on the selling price, as you 
know. 
& I realize that. I am coming to that, so that we find 


(a) 


thet in the case of the Imperial Cil, the sales tex as 

it actually works out is not 8 on the selling price 

but averaging a little better than 4% on the selling 

price, now can you tell us on what basis --- 

MR. FRA‘:LSY: Where are you reading from? 

im. PLOTKINS: From Page 33 of Exhibit "314", 
can you tell us on whet basis your company does pay sales 
tex? 

A “e pay sales tax, I believe, on the basis of our price to 
jobbers. 
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On your price to jobbers: 
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Now will your price to jobbers average only 50% of the total 
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sales price of the products made for your company? 

We have already tabled the prices to the jobbers. 

Iam just asking you for your opinion? 

I cannot make any snap decisions like that. We have all 
the figures and I will give those and that is as far as 
ficat 20. 

But it would appear that 4% would be less than 50% of 
the jobbers prices as shown on Fage 3? 

THE CHAIRMAN: Page 5 of what? 

MR. PLOTKINS: Page.d of, Exhibit, "S16", on 
Page 3 of ixhibit "316", the average margin that you allow 
to these different companies would be approximately 

5s cents? 

Yes, but the net back of course, there would be freight 
to be deducted as well. | 

Yes, so tn the case of Calgary for instance, which is 
based without any freight, we have 163 cents as the 
posted tank wagon price F.0.B. the refinery? 

That is right. 

No freight? 

Yes. 

And 6 cents represents what percentage, approximately 
45%, no, wait a minute, approximately 35% of 16% cents 
end in that case that would be your sale, your basis 

for paying sales tax on the Calgary sales, is it not, 
Mr. Halverson? 

It would be on the basis of jobbing sales. [I think 
perhaps if I might interrupt you for a moment I can save 
some time if I make a definite statement. 


Yes? 
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And having made that definite statement there is not 
much that I can add to it. 

All right? 

And that is that so far as I know, and if I am wrong 

I will see that the correction is made, that the sales 
tax is paid on our jobbing prices, 8%, our jobbing 
prices are @ matter of record. They have been tabled 
with the Commission. Wwe might go on asking indefinite 
questions about it but that is the basis and there is 
nothing else I can say, 8% on the basis of our price 

to jobbers which has been tabled with the Comnission. 

I cannot adc to that. 

I will be satisfied with that for the present, that is 

a very important question, you notice that it represents 
4.14% of the total cost of the products and it is 
important if that figure varies from 4% to 5%, it 
would make quite a little eee ee in your products, 
would it not hir. Halverson? 

“ell if the sales tax were 10 cents instead of 4, it 
vould make guite a difference of course. 

If you paid it on a different basis, than you are doing 
it now --- 

“le are paying the sales tax on the basis laid down by 
the Dominion Government and that is sufficient for us 
for the time being. 

“4th regard to hat you call "Turner Valley Naphtha Sales", 
that is a product that your company sells in Tarner Valley 
and in Calgary? 

Yes. 
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A Yes, Turner Valley naphtha, we are only selling at 
the field now, we are not selling it at the refinery 
any more. 

Q “hen did you discontinue selling it eat the refinery? 
Probably a month or so ago and the reason for it is 
that there is very little separator naphtha now available 
and I think perhaps I might help matters along if I would 
just make a short statement. , 

Q Yes? 

Fr There is, at the time there was quite a bit of separator 
naphtha in the field, clesr naphtha and discolored, the 
wells were wet gas and were not producing crude and I 
recall just reading some evidence that we put on this 
separator naphtha at the field to embarrass competitors 
ar something to that effect. I would like to clear up 
any misunderstandings while I am here that I can, the 
reason we put it on sale at the field is because there 
is a regulation by the Government that compelled us to 
do so and we ourselves were a little dubious about its 
wisdom but the law of the country says we should and that 
was in 1932, Chapter 43, An jct to amend The Oil and Gas 
@lls act, 1931. , 

Nivery person having the ownership, operation, 
"manugement or control of any well at which any 
"fuel oil is produced shall sell and deliver any 
"such fuel oil for cash to any person taking 
"delivery thereof at the well at the price for 
"the time being prescribed under the provisions 
"of the last foregoing section.” 


and so on and so forth and in pursuance of that Act 
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we put separator na phtha on sale at the wells, in 


1932. 
THE CHS IRVMAN: | “hat Act vas that again? 
Mx. FRAULSY: The Cil and Gas Wells dict 


of 1931, amended in 1932 by adding a new section 3. (a). 
THi CHAIRMAN: _ 1931 amended in 1932. 
MR. FRALEY: BY Chapter 45) of 1942, 
adding a new section, 3 (a). 
THe CHAIRMAN: We have heard much discussion 
about wells under contract, is that purporting to make, 
that is a Statute which I have not read, to nullify 
those and render their terms negatory...<«. 
Miers Lays | - I will read the section and 
then you can see what it says. 
"avery person ha ving the ownership, operation, 
"management or control of any vell at which any 
Ned Ot! 
and I might stop and say that fuel oil is that very 
wide thing which would inciude the raw naphtha coming 
out of the well at the separator. 
Tis produced shell sell and deliver any such 
"fuel o41 for cash to any person taking delivery 
"thereof at the well at the price for the time 
"being prescribed under the provisions of the 
"ast foregoing section, notwithstanding the 
"terms of any contracs or agreement whatsoever 
"as to the disposal of the whole or any part 
"of the production of the well, and every 
"person having the ownership, operation, management 


Vor control of any well at which any fuel oil is 
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"produced who hewine at the time any such 
"fuel oil in his possession refuses to make 
"delivery to a purchaser as reguired by this 
"section, shall be guilty of an offence and 
"lieble On summery conviction therefor to a 
"fine of not more than two hundred and fifty 
"dollars and costs." 
And what Your Lordship says is quite right. 
THE CHAIRMAN: It is quite foreign 
to our immediate discussion but having heard a 
very great deal about the field being tied up and 
SO ONececes 
MR. FRAWLEY: Yes? 
TH: CHAIRMAN: I pause to ask your opinion 
as to whether or not there is a Statute to the contrary. 
MR. FRALEY: First of all, let us clear 
this, Mr. Halverson, it is not the Imperial Cil Limited, 
it is the Royalite Oil Company Limited? 
It affected any company in the field I would think. 
But you, the Imperial Oil Limited, did not have anything 
to sell at the well? 
No, it was the “Royalite. 
So you are speaking of it as the Noyalite O11 Company. 
It certainly meant, Mr. Chairman, that if a farmer 
drove up to any Royalite well with an empty truck and 
a lot of drums on it and said "I want to buy some 
separator naphtha from you", they had to sell it to him. 
TH: OH IRMaN: I am not interrupting the 
present examination at all, but while it is present 


in my mind, I would like to know, if somebody drives up 
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to a well owned by someone who has a contract to sell 


all of His products: to the Royalite ses... 


MR. FRAWLEY: Yes? 

THE CHAIRMAN: And offers that person cash, 
docs he hot break his contract --- 

MR. FRAWLEY: Certainly he has to seli. 
THe CHAIRMAN: Having a. contract for the 


entire output of the well 
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MRs FRAWLEY: I have no question but 
that that Statute was passed in the face of these con- 


tracts and you see it was, perhaps I might develop it 


with you, iir. Chairman, it intended to give to the 


farners who came to the well and wanted to buy the 
natural resource right at the well direct, they were en- 
titled to buy it regardless of contract. | 
THH CHA IiiviA N: From what I have heard it 
said nothing about farmers. 

MRe FRAWLLY: No, that is true, I am only 


speakiag of the Statute, which created, which resulted in 


it. 

WIT MES: It says "to any person". 
Mike FRAWLEY: QGuite so. 

THL CHAITRWAN: Yes. While we. are -discus- 


sing this with Counsel, you might sit down if you wish, 
because in the end it may be important. Wwe have listened 
for days, it seems to the Comiaission, to the story of how 
these contracts were gotten by Imperial either with or 
without the motive of occupying the whole field and all 
Heresy Of 1h-—- 

iuRe FRAWLEY: Yes. 

THE CHATRiuaA NN: And what situation had 
developed, arising out of that. 

Re FRAWLEY: Yes. 

THE CHALRMAN: And that those who needed 
oil could not get it because all the wells are tied up. 
MR. FRAVLEY: Yes. well we were talking 
about refineries needing and couldn't get it. 


THE GHALRi:s N: Yes and out of the blue in 
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the examination of the expert marketer we hear of a 


Statute that says that anybody san get it, any time 


they like. 
LiR.« PLOTICINS: There is a catch in it. 
THH CHATRMWAN: There may be a catch but 


I certainly bring it to the notice of Gounsel that it has 
not been brought to our notice. 

MRe FRAWLEY: I am going to rely on ir. 
Plotkins to find the catches. 

MR. PLOTELINS; hire Frawley, was there ever 
any order by the Board of Public Utilities fixing the price? 
WR. FRAWLEY: Wo there was not and I think 
that is right, there never was an order made under that,whet 
is referred to as the "last foregoing section". 

WR. PLOTKINS; So for all practical purposes 
it never existed. 


WITNESS: But the point I was sierely~--- 


THE CHATRIAN: Yes, we interrupted you? 


Wo, I am sorry. 

THE CHALHWAN: Ve are glad to hear of it. [I 
have known of the Act but I have not before associated it 
with one of the alleged troubles in Turner Valley. 

MR. FRAWLEY: No, the reason I never men- 
tioned it was because of my knowledge of the Statute, it 
was intcnded, whether it went further, it obviously did 

but it was intended to give the farmers access to these 
wells, to buy at the wells, as your Lordship may know, it 
was done in the old days when it was nothing but a naphtha 
field. 
WITNESS: And I just want to clear up a 


misunderstanding because I am sure it is such, the evidence 
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was given here L believe sone time ago that Imperial Oil 
put on separator naphtha at the field in order to embar+ 
rass others. We did so simply because we thought we were 
complying with the Statute of the Province. At the 
preseht time separator naphtha has become rather a rare 
article. We have discontinued its sale at the refinery 
and we, if there are no particular objections of a public 
nature, we intend to discontinue its sale at the field.. 
MRe PLOTKINS: hire Halverson---+ 

A little later. 

With another product. The reason as you say, the chief 
reason i8 because producticn has been reduced to the point 
where it is not available? 

That is right. 

But you have an over-production of plant naphtha and can 
you tell us now wiat you do with that plant naphtha to re- 
place the low cost naphtha or separator naphtha that you 
formerly sold? 

I am not a manufacturing man but I understand our plant 
naphtha is required in our refinery processing here and at 
Kog ina. 

You are not aware that your marketing department sells in 
Turner Valley and in Calgary a product that is 85% plant 
naphtha and 15% heavy distillate? 

In those percentages? 

Well approximately? 

Well very approximately. 

Enough to hold dom the gravity and which fuels are ref+ 
erred to as your tractor fuels? 

Tractor fuels. 


MRe FRAWLEY: Tractor distillate. 
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Q MR. PLOTKINS: Tractor distillate. It 
is not shown at all on any of the prices. 
MR. FRAWLEY: ll cents at Calgary. 

A I will be glad to deal with that and give you all the 

help and information I can and if I do not cover it---~ 
THE CHA Tus N: Il beg your pardon, I 
didn’t catch that. 
MR. FRAWLEY: wre Halverson was speaking about 
a new prod ugt or at least a product that is not listed in 
Exhibit "257" which I thought covered everything that the 
compa ny sold except crude separator naphtha but have you 
something to file, to supplement this. 

A I will give you the information if you want it. 

Q You will file a statement? 

A There is so little to be said but if you want it in write 
ing 1 will give it to you. 

For the record it might be as well. 

A Going on from where I left off, separator naphtha has been 
Mee ae inned at the refinery and we may discontinue it at 
the field. we still have tractor fuel and we are selling 
that only at the refinery and at the field. Je intend and 
have already issued orders to discontinue its sale at the 
field as soon as a certain amount on hand there is sold, 
which may be in a few weeks, a couple of weeks perhaps. 
Now that product is really a Noe & Distillate. It is heavy 
ends,no real specifications, some absorption in it, a 
reasonably good product for farmers’ tractors, not as good 
as our reguler distillate, it is a number @ distillate and 
we placed that on the market last year because we found that 


everyone, every local company at any rate was selling a 


' 
' 


ad 
“ 
4 


1 F 14 
we f es 
pete atk . 
Meat 
~ ‘ Ey as 
oe 5 ‘ ae 
dhe ow, 
tae) _ 
7 ¢ 
= lee ‘ 7 
ras 7 
r ‘ 
, ors ‘ 
Bee 5 
oo 
: Aes 
Cas Ae 
meee ests 
ete é 
Eat 
te Eo 


s ees 7 
4 ‘ eet 
e Babes, 
a ” 
t by = 


ie ‘ fea 
wet i ; 
= ae oe ‘ 
Pe : : 
ee . oe 
me ee : 5 
q ar 7 
eee 
+4 
+ re 
25 ; ay 5, 
* = 
r ss oie 
> 
, 
rch 
. a 
i ys 
: : a 
Weis 
\ 


’ ” 
pr J 
*; % 
t 
“aa 
» 
ta 


e 


ui 
: 


4 


a] 


: 7 
“ a : 
, -< 
, 
“ soa any te 
e 
sede 
vt y 
ai ‘ 
1) ‘ o- 
“os . 
. Sob . | 
4. 
“8 ‘ 
-> e 
ai 
-- “74 N 
: BS ’ 
eo te “i 
re _ 
“a se ee 
- : ‘ , 
. . werad a 
= as > 
> ‘ 
a 
et 


A.E.Ha lverson alt SD 
C4 
5 
similar product and our agents throughout the country 
wanted us to supply them with a similar product. We 
did not want to say to our agents "You cannot go to 
these local oil companics and buy this product"that some 
of the farmers wanted , we didn't want to take a strong 
hand with them, although we could have said "If you buy 
it elsewhere we will get another agent", we da not bel-= 
lieve in that way of doing business. ‘We thought the bet- 
ter way was to make it available to theme We did not want 
to stock that product all over the field because our 
continual objective is to cut down the number of products 
we spell in the field. We think one distillate is suf- 
ficient and to meet the condition that prevailed at the 
time we put on a tractor fuel at the refinery at 9% cents 
and permitted our agents, if they wanted that kina of a 
product, to come into the refinery and buy for gash and we 
gave them 1 cent off. Now at the time we put that product 
on the market I might refer to certain ads. which might have beer 
a passing phase but which did disturb our agents und after —11 we 
have to pay some attention to them, "Farmers, 5,000 barrels 
refined tractor fuel, 55 cents per gallon, Lion Refinery". 
MR. FRAWLEY: | What date is that? 
That is May 21st, 1938. "Farmers; 5,000 barrels, refined 
tractor fuel, 48 gravity, odourless, clean, 8 cents per gal- 
LORS Lone Refinory"™. 
Q The same time, lir.- Halverson? 
It was about the same time. I will get the date but it was 
just about the same time or subsequent. Now this tractor fuel 


wag put on the market on dune 29th, 1938 to meet competition in 


similar products as follows: 
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mado up by our noople. Lion Oils treotor fucl 54, 

Lion Oils spccial Meat fuel 8¢, Richfield Oils Limitcd 
distillate 9¢, National Petroleum Company tractor fuel 8¢ , 
Century Oils tractor fuel 83g. Thore were others, so we 
put this tractor fuel on the mrkct so es to make our 
agent reasonably competitive, although we do not as a 
principle believe fm all these off-brands, ‘“e would 

like if possible to reduoc the number of brands sold 

to a minimum because we think it means more economical 
marketing. 

MR. PLOTKINS: Mr. Halverson, do you knovy what type of 
products these ads purported to sell? 

elt. they change so ma eee cee ne nee they 

are today they might never have been a week @80«. 

You know as a marketer the difficulty of the independents 
in the Province of Alberta is to market their heavy ends? 
Yes. 

That is, their heavy distillate, and these prices and 
produsts that are offered would be in the main to dispose 
of the heavy ends? 

veble at aig, we could quite understand it. But these 
Broo te that are selling around 10¢, we picked up samples 
and have them tested, and they were reasonaly good productSe. 
We were not putting out a tractor fuel to oompete with 
bunker fuel. 

You know that the products that we offer for 53g was a 
heavy wax distillate’ 

Tt might have peen, yeSe 


“e@ cowld not sell it for any other purpose. It certainly 


did not compete with anything your company put out? 
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aS far as our tractor fuel is concerned that ve have 

at the present time, we see really no substantial need 

for it, competitively, we would like to withdraw it. 

We do not went to continue sellingse.. .eee- 

Why do you sell that up in the Athabasca country if it 

is a matter of meeting competition? Have you any competi- 
tion up there that would justify it? 

I do not know that we sell any up in the Athabasca country. 
Do we, Mr. Stevens? 

MR. STEVENS: I believe one agent has taken 
sone of the products up there, 

MR, PLOTKINS: To come baak to the separator naphtha, 

You say only a month ago it was discontinued in the field 
or in Calgary? 

&bout a month ago. 

What was the prevailing price that your company sold these 
products at? 

Begs Tor a while last year, we ran this senarator naphtha 


—y 


d@ie to the refinery feeling that they needed a good deal 
of separator naphtha, and they brought in maybe 35,000 
barrels, I forget.what it was, to the refinery, and then 
they had some chanze in their plans which made it not 


necessary to use that separator naphtha which gaye us a 


surplus. In the meantime, farmers and others had stopped 


coming to the field, andwe wanted to get rid of that 


surplus, so for a little while, we gave our agents 2¢ off 


instead of ly. 8%¢ less 2¢ fora while in ordér to move 


the surplus. «aS soon as the surplus had been moved, the 


price went back to what it was fomerly, 84¢ less l¢g, which 


is the price today. 
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MR. YRAVLEY: Where? 


& 


é at the field. 
Q MR. PLOTKINS: For some emsiderable bine, your comnany 
sold naphtha in the Valley at 74¢ to the consumer and 6s¢ 


to dealers? 


mn No, 8%¢ to consumers. 
q That is, in Calgary, 83¢? 
A hither in Calgary or in the field. 984¢ has been our 


lowest price. 


Q To agents? 

fs To consumers. 

Q tite ee to agents? 

a Our discount has been l¢ throughout the year with the 


exception of a little while last year when we gave 2¢ to 
move the surplus. 

Q That would leave 7#¢ net to your company, either in 
Toy tae ULOy) Ofe ity Caleary? 


be Mat.ie waechts: 


Why that? What was the posted field price for separator 


rea 


naphtha at the time? 


: T could not be sure. TI have it here. 2,l¢g. It has not 


varied since January 5, 1958. 
G IT would think. that is correct, 2«l¢. So thet 2,l¢.per 
barrel plus 8% sales tax would mean that your purchase price 


fromthe Royalite would be 6.59¢ per gallon. ‘ould that be 


right? | 
te If you have it figured out, I will accept your figures. 
Q That is what it shows... Now, I find your average marketing 
cost as shown on your Exhibit *314", the lowest I can fimd 


in here is 3.38¢ per gallon. If you add the 3.56 ¢ 
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E. Halverson 


per gallon, to the 6.59, that is 9.9%¢ per gallon, 
compared with the selling price of 64 and 74. How 

do you reconcile that? 

Well, there is no marketing expense there because 
deliveries were sade by the Royalite Oil Comnany, 
delivered right direct to the farmer? 

and it was done without any expense to you? 

Well, we paid a certain small sum, I forget whether it 
was $¢, I forget just what figure we paid, but it was 
a nominal fee. 

What about in Calgary, your sales here were not made 
by the Royalite. 

No, but at the refinery, it is simply a case like any 
Other refinery delivery. 

You would not say that there was any justification, and 
there is not yet, for your company selling this naphtha 
at the resent time for 63¢? 

Vie are not selling far 64¢, 74¢. 

No one else can get that »roduct, I mean no other comoany 
can, buy, it from, you: 

Yell, we have not the slightest objection to raising our 
price a cent or two, excent nerhaps the “~ublie would not 


Likes 12. 


Ving dO. WOUwtecd ulike. ,belne. 2 philanthropist in this case 


and not in the other case, in the case of "Q" brands, 


‘for instance? 


We mntend tox.so outcof the sale ot separator nanhtha 


because we won't have any very soon, but we do not feel 
like upsetting the price to the sublic. 


Do you know thet your officials have told us the same thing 
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Halverson 


for sixteen months,that they have only a small amount 

and that it will only be a matter of e month Or slx weeks 
before it vill be A@isoontinued? 

eli, I cenrot say what they said to you. , 
ft sugrest to you the reason for all these dealers and 
aan theseiorices: is) to,.as.you very frankly admitted, 
maintain your gallonage irrespeétive of cost. In other 
words, it is not because we sell at lower prices or 
becwuserwue WOwthie or dotnet. It ise definite DO LLoy 
on the part of your company to maintain its sosition as 


the dominant marketer, regardless of cost, is that not 


evTact? 
NOe 
vO aur his F do not understand that he 


made such a statement like that. The idea was to maintain 
the gallonage in order tiat the over-all cost might be less. 


Eee OU el mae Yes, .bnady Lsy trless Bue iiek ate 


tile 


one objective. The other objective is to maintain sunremacy 


in the mrketing field. 


Pa cee myc fe Fa 1 oe oe 2 . . 
TI would not say supremacy. We want to reasonably maintain 


our position so as to keep our cost per callon in line. 


And as a matter of ordinary busin ss, I would think that 


we endeavored to be reasonably comoetitive. I said 


4 co + ne 5 er a ay 
yesterday, and I want to repeet again today that where 


* ay PP + aot 3 ‘ i Rania ie eae Cera 
we have allowances in effect our net price today is no 


as. low as the »roducts can be bouchnt from others. I have 


Mae icy : be 
plenty of inwices to support that. Gur  polte. has, besn 


i Lor ore Miee! et right 
not that we must put special allowances in to mee g 


ve Dr y somepody else. ‘je are willing 
on the nose any price made by soiich 


noi where our gallonage is 
to give them an edge up to a soint wher g g 
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not seriously cut into. That might be haif a cent or 

one cent. That depends upon con’ itions. The farn 
business today is very susceptible to nrice. A half a 
cent means a lot to a farmer today. When you are selling 
to a dealer, it is a bit differen t. He is interested in 
the consumer's acceptance of the product, Tre motorist 
is interested in the quality of the product, and although 
these local companies are sellins leaded products right 
across the board to our dealers at less than a cent below 
our price, we take no particular notice of it because we 
have no desire to be punitive. ‘fe only reduce prices 

or nut in allowences when our gallonase has been cut into 
to the point where we have to take action. JI do not think 
ican make that any clearer. As I said yesterday, if there 
is any misinformation, and [ do not think there has been 


misinformation, if any allowances have been put in or any 


products have peen put on the market that have been punitive, 


or that have put our price below thit of local companies, 


or have forced local companies to-raise-tnhe price, we will 


re-adjust it. 
You just told us that apparently some business was being 


taken away from you in the form of "Q" brand sales at 


lower prices than your prevailing prices, is that correct? 
That is correct. 

Now, you know that the local companies do not manufacture 
#w* brands? 

That is right. 

Every one of them without exception must purchase that 
product, that is correct? 


For the time being, that is correct. 
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Up to a month or so ago, when the British American 
started operations, there were only two sources available, 
the United States and the Imperial Oi1? 

I think that is right... 

Now, the United States is no factor in the Caleary territory.. 
In other words, the price we can buy in Montanay.there is a 
case where there is no dumpins duties, our company cannot 
buy in Montana and »ay the duties, the taxes,.and bring it 
Meenerewortoer by relight or by truck and: lay ib down in 
Calgary except at a iargin.of less than 34¢. Now, the 
only other place we can buy it was from the Imperial, and 

T novice...e.eeee.) brought a letter here from the Maple 
Leaf offering us, our compeny, exactly the same margin as 
what we could secure it elsewhere. That is 33¢, Now, 
other companies were similarly situated, is not that 
correct? JI mean, other companies cannot get more than 

34¢ except through the Imperial? 

You have not stated all the facts. 

~ may have overlooked some, and I wou.d like you to give 
then to me? 

I was just vaiting for you to get through 

Is there any other facts I have overlooked? 

When you say 34¢, to begin with, the Maple Leaf offered 
you a auch cheaper price than that last sunmer. 

They made a proposal, yes? 


They made a proposal of less than 33¢. You should have 


mentioned the other in order to be really candid. At that 


time you came through with sone counter-proposal and 


Mr. lallace, the General Manager of the Keavlie heat, ican 


deal with that first-hand. You were made at that time 
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by the Maple Leaf, quite a good proposal, I believe. 

It was not 3g, at any rate. When we cane through here 
last autumn we heard about the Royal Comission, and T 

told Mr. Wallace - and that vas only one reason, there 
were other reasons as well = that ve did not want him,because 
% had heard eonoroas make seis eee about the Maple Leaf 
selling the Gos and Oil Products, which we were glad to 
deal with, and I told Mr. Wallace I did not want the 
Maple Leaf quoting any jobbers excent at thse regular 

tank car price; and that if there were to be any sales 
made, instead of the Imperial selling the Maple Leaf and 
and Maple Leaf selling to somebody else, that tne Imperial 


would market direct. Last summer you. had your opportunity 


to make a fair deal at the time that Mayland made one.- 
Now you state there is just the British American. There 
is the Texas and there is the Imperial. The Texas are 
qQiite a factor in leaded products in this Province, by 


the way. But my understanding is this, that any local 


company in Alberta that is willing to pub in the Tacilitres 


to turn out the quality products, can lve an ithyl mixing 


license. You will have an #thyl man here, I presume, 


before the Royal Comission is over. I understand the 


Gas and Uil Products, I may be wrong, but I believe they 


have a mixing license. 
MR. FRAWLEY: Sure they have. 


A And T understand that Mr. Plotkins has got one. Further- 


more, I  :nderstand anyone clse whois willing to make their 


specifications exacted by the =thyl company can have it. . 


But if you do not elect to put in ths equipment and Spend 
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the money, I do not see that we can be held responsible 
for that. 

MR. PLOTE IS: What I an coming as is, how can we out, 

how can we successfully compete, in other words, that is, 
our company or any other local company, with your company 
in selling your dealers or mybody else's dealers, when 
the margin we lave is considerably lower than yours, 

or than any other major comzany? 

All I know, is, your own official posted prices on 

"Q" brands is 2¢ off to dealers and ours is l¢ off. 

We have no objection, That is your privilege, But I 

am stating the facts, It is 2¢ off, and I have it here 
with me, 

The whole difficulty sees to be because you interpret 
dealer end agent differentiy tran we do. Actually, we 
Give 2¢ off to dealer-agents, in other words, people who 
buy and re-sell. Not retail by the drum. The same as you 
give your agents that handle your produets by the drum, 2¢. 
Now, actually because of the fact that we only have a 33¢ 
margin against 7 and 7? that you sive some of these 
companies, we are not very flush with any special offers 
because we have not got it to offer, So that when we 
cone to compete or to secure businsss, we have to be very 
careful on how much we spend to get that business, because 
of the fact that we have a very small margin. So I am at 
a loss to understand how you can make the statement that 


the local companies have cut into your business with 79” 


brend or Ethyl brand gasoline. 
T did not say you were cutting very substantially into 


our businmss. I was merely stating when you more or less 


yut forward the viewpoint how you were hampered in regard 
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to leaded products, that whatever your arrangenmt is 
at the present time, you are selling it 2¢ off the posted 
to your so-called agents, because they are only dealers, 
in fact, the farmer, you call him an agent. In that case 
you are selling it 2¢ below our price, because we sell the 
farmer et the posted price. 
q You mean you sell the consumer at the posted »rice. 
You do not sell the man who re-selis at th3 posted price? 
A Well, that is a fine distinction. To the farmer we sell 
&t tne posted price, and in your case he buys the leaded 
products, and he gets cc off the posted orice. 
@ How do you make that statement, ir. Halverson, when it is 
not true? 
A Vela, 2 Vila jie reed from your list. I have it here 
SOMECWHETSs core oo vece 
O) Are we magicians that we can market on a basis of Leen 
gallon, Mr. Halverson? 
TI™ OUATRN 2M: Waite You arc asking hin one 


question, lst him answer. 


i The Lion Oil Cormany, June 17th. Lion ®thyl, 17¢. That is 
your price to the trucking agent, 17¢. 
Q The trucker agent, yes? 


Trucker agent, or trucker farmer. 


Does it say trucker farmer there? 
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A ‘ell, trucker. “Ye naturally have invoices to cover this 
but I do not think the Royal Commission wants to go into 


a lot of invoices with me. 


Q I certainly do, because there is a principle involved. 

A Lion Gold is the regular? 

Q Yes? 

A 16% cents to the trueker and to the agent 14% cents, which 
is 2 cents off. 

Q Yes? 


A I do not want to stress the point except that your so-called 
Oeen0 is really eG. dealer, He) is.a man that) is | just) ae. dealer . 
Tou well him and ihe pays for. it. Only you go) further and 
you make. a Laermer into a dealer, that is ail. That, is quite 
your privilege but I am just stating the facts. 

Q Now, itr. Halverson, what distinction do you make between 
dealer and agent. Let us see what the basis is? 

= \ There isa very bie distinction. 
vet us see what it is? 

Our agent, we ship goods to him on our inventory. It is 
our product. 

@ ‘Yes, you .supply, the bulk..plant? 

4 He sells the product on our invoices. He is responsible 
for the cash inventories, the coljections and all that kind 
of thing. 

Q THE CHAIRMAN: You remain responsible for loss; 
if there was a fire it would be your fire loss? 

A It would be our fire loss, that is right. 

It is your goods. 
MR. FRALEY: The goods are on consignment. 
A It is our goods. any authorized loss credit, it would be 


our loss. “hen we sell to a dealer we invoice it to him and 
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HE. A-Halverson. 
our title to the property ends. It is hig. He can do with 
it as he likes. and that is, I understand, mostly the 
kind of agents you have. 

Q MR. PLOTKINS: Now, wait a minute. Then you 
make a distinction because it is marketed in that way, 
where you retain the control and title to your goods until 
they are sold.: fhe local dealer does not sell to farmers, 
he only sells retail to the retail dealers and truckers? 

A A dealer may sell to the farmer. Very many of them de. 
Would you allow him anything extra to sell to farmers? 

A Pecovercd unev an my bret yesterday: 1 will govover.1% 
again if you like. 

Q You have a number of dealers that act as agents,that you 
make an extra allowance to? 

A I covered in my brief yesterday that we allow an extra half 
cent on Acto and distillate to certain dealers in certain 
towns where we do not feel warranted in jutting in a full- 
fledged agency. 

Q Yes. What iswrong then with the Lion Oils where they do 
not feel warranted in making any investment? 

A I do Hot question it. Only you raised the question. 

You say the reason you did not approve was you felt that. 
these tmucker agents are not entitled to 2 cents. That is 
the way I understood you? 

A No. I am merely stating the fact. They are getting it. 

I am not expressing any opinion whether they are entitled 
to it or not. 

Q@ These trucker agents perform the same services that. your 
agents perform-' When they buy from us they pay cash and 
go out and sell it to the farmer am deliver it to him, 


don't they? He performs exactly the same function as your 
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agent? 


I would hardly go that far. 

Is it not identical? 

The one is in business the year round and in a position 

to give adequate service. The \trucker very orsen, 

there iS no general rule, but many times thé trucker starts 
up the main road and he delivers a barrel here and a barrel 
there. He is here to-day and gone to-morrow . There may 
be the odd trucker that settles down in a certain community 
but most of them are vagabonds. They are just picking up 
the cream wherever it looks good to them. 

Now, do you know on what basis we select our agents. Don't 
you think good business would dictate our company demanding 
mone permencnce. ' In other words, before we wilt ‘sive ‘them 
a contract we would investigate their cirecumstames and 
Ting cat if they are able, both financially ‘and’ in fact 

te buy our vroducts and deliver them and. give service’ the 
year round? 

I do not know about that. £ do not presume to be running 
the Lion Cil Company. 

So that if he performs the same service he is at a disadvantage 
with your agent because in your case you supply your agent 
with a bulk plant, with stock, and with facilities, and you 
still give him 2 cents? | 

2 eents on deliveries to farmers, yes. 

Yes, 2 cents on deliveries to farmers, and in our case we 
supply nothing except the goods. He pays for them cash 

and takes his own chances and goes out and sells them 
himself without any assistance. And in that case he receives 


2 cents. Do you think he is at some advantage over your 


agent? 
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& as I have said repeatedly, we are expressing no opinion 
on the merits of it. JI am merely statin: the facts. 
In the one ease the man buys his nroduct and the title 
becomes his and he can do with it what he likes. I% is a 
straight sale.’ Pueveotuer case it is our sprosdrty.| it vs 


sold as our property. 


& 


Then why do you object to the Lion Oil Comoeny giving 2 cents? 
| a You are assuming I object. 


THE CHAIRMAN: He has said he.does not object. 


You can do business the way you like. But the fact is there 
is this difference that he points to? 


a I might mentinn, and I think it has a bearing - not on what 


you. have been asking me - but one reason in favour of our 
set-up of bulk agents where the inventory, remains our 


property is that during the threshing season,in any event 


at a larger point,the product moves in such volume that 


if we were to sell it to a dealer we would have such a 
large credit account with that dealer that we might run 
into heavy credit losses. It could easily hap»xen, as it 
has happened with dealers that just about threshing time 


we find a man is owing us so much we cannot give him any 


more ami then we are not ina “osition to give service 

during the threshing season. Because so often a dealer at 

one of these larger points where we do not have an agency, 
once we gell him the product he becomes rather reckless 

about credits, and the first thing he owes us far more than 

he should and then we have to shut him off. For instance, 
lubricating oils, say an average of 3,000 gallons at 60 cents, 


that is “$1800.00 per annum for lubricating oils per dealer. 
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Ada on to that anywhere from $6,000.00 to $14,000.00 
credit on white products and you can see what kind of a 
big credit problem we are avoiding by our system of bulk 
agencies, where the product remains our property. 

oe MR, FRA‘YIEY: Well, after 1929 when you had 
that unfortunate experience of having millions of dollars 
out on your books you did pursue a strictly cash business 
or business policy for some time? 

meres, we have ever since 1941 or so. 

At the present time you do relax somewhat with regard to 

| the amount you allow your agent credit direct? 

A We fo not relax. I do not think that is the right wrd. 
If an agent makes a cash sale shortage, makes out a cash 
sale invoica and sends it in to us promptly and tn some 
cases he does not remit for a couple of weeks, we keep a 
very mi ose check on that because the agent is really fooling 
with oash. He is turning in a cash sale report and he is 
not turning in the cash. But ina matter of two or three 
weeks it is up to him to come through with the cash. But 

er the Imperial Oil neither directly nor indirectly finances 
farm credit, not since that disastrous experience in 1929, 
1930 and 1931. 

Q MR. PLOTKINS: So that in effect to-day you 
permit certain of your agents to make sales without 
receiving the money at the time of the sale but you insist 
within a short time after that that the agent provide the 
money? 

& There is a linited amount of that going on, I believe, in 
all oil companies. 


THE CHAIRMAN: I did not understand the witness 
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to say they authorize? or permit it. But if it happens 
and they get their money within two or three weeks they 
do not do anything about it? 

Pe veds Lignt. It is an unauthorized credit transaction. . 
That is what I understcod? 

There are no authorized farmer credits. 

MR. -PLOTKINS: So that in the Fall before 
threshing starts, immediately prior to threshing where a 
Poomer is reasonatly' certain of having some erein (sold 
meside of a week or .s0 your agent is in a’ position: then 
hope ve him gasoline or other products and delay the 
sending of the money in to your company? 

pepgoes tO 4a. limited extent. 


Your company does permit him to do that? 


(at this stage the Hearing was adjourned until 10:30 A. M. 


Zlst June, 1939.) 
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10:30 A. M. Session. 
Zist June, 1959. 


Pease NOS NUREr nantes SS 
ALFRED ELMER HALVORSON, having been 
recalled, examined by Mr. Plotkins, said: 
(Mr. J. T. Shaw, K.C., appeared with Mr. Plotkins.) 

Oo MR. PLOTCINS: Mr. Halverson, how do you arrive 
at the competitive price of 16s cents for 3 Star basis 
Calgary, what is that based on? 

A «aS I stated in my brief, we thought it was the competitive 
price at Calgary, reasonably competitive price. 

Reasonably competitive? 
Yes. 

Meee ert, in the past, Mr. Halverson, you arrived, in the old 
Gaye we arrived at the competitive price by finding out 
what we could ship a similer product into Calgary or any 
other point, and we then were able to determine what price 
we should set on our products, how do you do it now? 

A ‘tell, we are not purchasers, we are manufacturers, and as 

we point out in our brief, we cannot allocate expenses 

against each product. Ye have to take the over-all picture 
for alberta and endeavour on the one hand to get a fair 
return on our over-all operation and on the other hand to 

be reasonably competitive, and on that basis we arrived 

at a price of 16% cents at Calgary. 

Reasonably competitive with whom? 

With our competitors. 

Who are your competitors? 


Any one who is engaged in the oil industry in this Frovince. 


ee. Oe Se 


Well, until a short time, 3 Star was only being, that is 

the standard gasoline, to compete with your company, could 
Only be imported and thereby we could establish a competitive 
price, and I was just wondering how you arrived at 164 cents, 


what is the competition with? 
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A E. Halverson. 


A Competitive with the prices at which consumers can buy 
products tn the Province of alberta at the present time. 
I say “reasonably competitive". 

q Grude, as we have been told, is competitive with some other 
erude, I mean the basis of the price in Turner Valley is, 
so far as we can see now, is Cutbank price; now, what is 
the price of gasoline competitive with, if not in Calgary, 
we will take Regina, what is the basis there? 

A The same principle applies as I have just enunciated for 


the Province of Saskatchewan. 


Q Does the same principle apply in ‘Jinnipeg? 
A Yes. 
Q PS euGupune “priceein “ionives the. competitive orice for she 


goods or the products which can be shipped in from the 
United States in the form of finished products? 

A Competition from every source, either domestic or imported, 
must be taken into consideration. 

Q So that you say at the present time the highest price that 
the competition will allow you, your company, to set on 
3 Star, is 16% cents? 

A That we consider the competitive price, and we also believe 
in the matter of good business in moderate profits and 
reducing prices as often as we can, compatible with getting 
reasonable earnings; higher prices encourage duplicetion 
which eventually increases our cost and makes us less 
able to compete. 

Q Can you express any opinion as to, if you had a price of 
18 cents instead of 16% cents, that it would reflect any 
increased encouragement to tne development of Turner Valley 


or other oil sources throughout the “est? 
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A. B. Halverson. 


It woild certainly encourage duplication of distribution. 


be 


Well, would that be the case, if you also raised the price of 
the crude, the posted field price of crude in Turner Valley? 

A Iam not competent to deal with crude prices. That has been 
covered by experts who know. 

Q Yes, but we have had no experts who related the price of 
crude to the price of gasoline. ve were told, Mr. Halverson, 
that you would be able to do that. You "see", each expers 
has dealt with his subject and just delimited his field 
to the actual field he covers, but now someone has to join 
those and get the over-all picture, so as to be able to 
advise the Commission or to inform the Commission as to 
what relation one bears to the other and what the whole 
business amounts to, not any one division of it, so that 
you must, as a marketer, take into consideration the source 
Of-supply for crude. 

Q@ There are manufacturing expenses which are part of our ovar- 
all picture and those manufacturing exnenses in part, of 
course, depend upon the laid down price of crude. 

Yes? 

A Where that crude comes from,it does not come under my juris- 
diction but naturally our manufacturing department endeavours 
to purchase our products as economically «s they can. 

Q THE CHAIRMAN: wr. Halverson, apropos of that, 
and addressing you now not as a marketing expert but as a 
director of your company, we have been greatly concerned 
and we have addressed counsel upon the subject, of someone 
from your organization being able to show the connection 
throughout from the oil in the ground to the time the 
consumer gets it; Lees must be competent to do that, I 


mean someone must be in eontrol, in your company, it cannot 
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am. Halverson. 
all be in air-tight compartments and each one not know 
what the other is doing and without any overhead control, 
and when I say that I do not say it offensively, I understana 
in large operations they have to run in departments and the 
head of a department runs his particular job as economically 
and efficiently as he can, I quite appreciate thet, but 
there must be a correlation, somebody must determine general 
policies in the light of all the considerations which apply 
to particular departments, that is so, is it not? 

wa ves, that Ts. 

Q Now, who is that person or persons to whom this Commission 

could apply for information. We have discussed it with 

counsel already and we now ask you. 

Mr. R. V. LeSueur is vice-president in charge of production. 

Vice-president in charge of production? 

Yes. 

And he can speak with respect to the prodw tion end? 


Yes. 


2 > 2 FF 2 PF 


And it may be if we had the heads of all departments that 
we could do a bit of correlating ourselves but it does not 
strike you as a director, as a man who [I think has been 
frank with us, that it is right to ask you, you cannot correlate 
and co-ordinate yourself? 
A I hope I can be helpful on the crude end also but I am mt 
authorized to speak on our crude policies, crude oil policies. 
Q@ Iunderstand that. sow, what is bothering me is, do you 
not as directors know about everything? 
ee Noy Sir. 
Q I do not understand the functioning of the company? 


A Well, I am, as it were, a junion director, and I am consulted 
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m”. &. Halverson. 


oe. oS Ff OS f 2 


on marketing problems. Occasionally, I sit in in meetings 
where manufacturing is discussed and very seldom on production. 
I see. Well, now, there must be a body of men in your 
corporation, doing the business it does? 

Yes. 

That ere really charged with the responsibility of determining 
the policies of your company and how it is done and all the 
rest, ere there not? 

Yes. 

Who are they, itr. Halverson? 

fs. oillto 1S President of the company, G. Harrison Smith. 
Yea? 

Then I would say Mr. R. V. LeSueur, the resident Vice- 
president, and Mr. L. C. MeCloskey, Vice-president of 
manufacturing, under whom also the treasurer's department 
cones; those three men would be very familiar with policies. 
Bot policies relating to all.phases of your’ industry? 
Well---- 

any one of them? 

Peil, generally, I would say. 

That is what I am speaking about? 

Generally. 

You see, it just stands to reason that a great corporation 
Such as yours does not run alone? 

iac, ts correct. 

And that the heads of denpurtmmts,while each functions, have 
still some guiding spirit over them? 

Tes. 

And you say any one of those three men would serve to give 


us the information? 
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ne, Holy erson. 


A are very competent, but so far as producticn is coneerned 
Mr. LeSueur is the Vice-president in charge of production. 

Q But you can think of nothing that Mr. LeSueur would mt 
know about this? 

A I would think . that he would be very generally familiar with 
practically all policies of the company. 
ress 

4& so far as marketing is concerned the other members of the 
Board give us quite wide latitude. Our recommendations 
are nearly always accepted. 

Q Pere unNdersuand it. .and.ag I understand you, as a junior 
@irector, you .just do not, to any great extent, participate 
in the formulation or aoplication of policies of your company? 

A Other than marketing. 

Q Other than marketing, just so? 

a Yes. 

THS CHATRMAN: I understand now, thank you, 
Mr. Halverson. You gee, at first blush it would seem 
that a director would know all about this, but now when 
you have explained it I understand it, and you would say 
that of those three men Mr. LeSueur would probably be able 
to serve us best? , 

4 Sf would say that his information woulé cover the wider sphere. 
MR. FRAYVEBY: And just following that up, the 

| fact that Mr. McCloskey is, as I understand, not in the 
best of health, would almost elect Mr. LeSueur, would it 


not 


as being the most suitable person to come and discuss 
these lines of general policy with the Commissian? 

A I would imagine so. 
MR. FRAWLEY: If Mr. McCloskey is not, and I 


understand he is ill, 
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THE CHATRMAN: Herds 321, and: Tl imegines the 
witness does not want to draw any distinetion as to the 
abilities of these two men, and we have already been told 
by Mr. Nolan that iir. McCloskey is too ill to travel and 
we accepted what Mr. Nolan has said. 
MR. FRAY ORY: And short of the President, 
and there has been no question of asking him to come, and 
what Mr. Halverson says confirms my views. 
THE CHATRMAN: Mr. Halverson satisfies us that 
there is nothing about this company about which ifr. LeSueur 
Paennoy talk. i “think that’ is putting it tritely and fairly. 
new it Gne i tonto piet, Mr. i Plotkins, it’ would appear 
that there is no use of questioning Mr. Halverson, outside 
of the question of marketing. Do you not think so, li. Shaw? 
MR. SHA: Qua tbe rieht, Sir. 
Me eLOTKINS: For the present we will not go 
into what constitutes competition so far as price. 
THE CHATRMAN: Just limit it to whatever you 
in your judgment as an experienced oil man would say was 
pure marketing. 
Mis  LOTK INS: Yes. 

Q@ ‘MR. PLOTKINS: Previous to the Imperial Oil 
establishing a refinery in Calgary all the products were 
impor ted? 

& Yes; 


Q And the selling price would of necessity be competitive? 
i) That is right. 

® You had to produce a product over the actual cost? 

fe YOR. 


Q But when you started manufacturing the problem of competition 
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A. &. Halverson. 
was different; in other words, you had to determine a 
price that you felt would be pene e tines 
a Really it was, there is no essential difference, whether it 
is competition from outside sources or competition from 
domestic sources. 
Me No. Well, now, Mr. Halverson, when you sterted refining 
operations in Calgary where did you ship your crude in from? 
ry mao not recall. 
Q@ Well, we will assume, I know this to oe the fact, that you 
a€id ship your crude in from “‘fyoming, and we will assume 
that shipping crude in from ‘Tyoming to Calgary, that you 
would be able to manufacture finished products in the 
Calgary refinery at a considerably less cost than shipping 
gasoline and products from where you were shipping them in 
from before, do you know where you were shipping the refined 
products from? 
A As I recall it, we were getting quite a bit of our Supplies 
from Casper, Wyoming, and some from Mid-Continent. 
Q Yes, and due to the fact that the freight rates on crude 
is much more favourable than freight rztes on refined 
products, there would be a lower cost in manufacturing those 
products in Calgary as compared to shipping finished 
products into this market? 
A There might be or there might not be, depending upon 
the price at wh.eh you are imoorting products. 
Q Well, your company saw fit to invest some money ina refinery 
and they must have assumed at the time that it would be 
| profitable? 
4 There were two reasons for it. 
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A. E. Halverson. 

A One, we were encouraged during the war and after the war, 
to build up a self-sustaining industry in Canada, to have 
refineries from Coast to Coast. ‘Ye were encouraged very 

materially along that line and in the second place when we 

make an investment in a refinery naturally we expect to 
make a manufacturing profit, othsrwise there would be no 
purpose in building a refinery. 

Q@ Hut you, as an experienced marketing oil man, actually 
purchase your products from your refining department? 

& No, we are not purchasing, there is no billing. 

Q@ True, but in order to put yourself on a competitive basis 
With other marketers in this territory or any other territory 
in the world you, as it were, should put your refinery 
department in a position where they must compete, to 
Supply you refined products for your market, with other 
refineries, or with goods shipped in from the outside; 
in other words, you would not allow your refining depart- 
ment to charge you 10% a gallon for gasoline if someone 
else could purchase it for 9¢, it would handicap you? 

& The manufacturing department does not charge us, but in 
the second place, just because, we will say there was a 
temporary condition where we could import cheaper than 
we could manufacture, we do not feel that is sufficient 

Teason for closing down’ a refinery. 
, po, lefquite agree. 

A We endeavour to manufacture our products as economically 
as we can. 

Q Over a period of time you feel that you are successfully 
competitive with other refineries or with importations 


of products from the outside? 
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A If we are not competitive on cost it would only be a matter 
Of time until we would lose our position in the market. 
Yes? 
A It is a matter of compelling us to be competitive in cost. 
Q Now, at the time you were importing products from the Mid- 
Continent and you started to manufacture, would you say 
that the cost of manufacturing that product was considerably 
less than the laid down cost of a similar product imported 
from the Mid-Continent? 
fo. am not in a nosition to know. 
Q No, but you are an experienced marketer and you know if you 
Ship gasoline 3,000 miles, it will cost considerably less 
than if you bring in crude from 1,000 miles and refine it 
4 under favourable conditions, that is the principle I am 
| asking you about? 
A At that time I had no knowledge of our manufacturing operations. 
I was not a director of the company and that information | 
was not accessible to me. 
Q To-day can we, can your company or anyone else, ship in 
any gasoline from Group 3 on a competitive basis with 
a price of 163 cnets in Calgary? 
& No, Group 3 is entirely out of line with our present markets 
but to lay down a tank car of gasoline from Group 3 to-day, 
\ comparable to 3 Star, would cost approximately 21 cents 
per gallon laid down in Calgary. 
@ That is right, so that if there were no other factors of 
competition but just Group 3 imports, you could sucesssfully 
| maintain a price for 3 Star in Calgary of 21 cents? 
& If there were no other sources of supply at a lesser 


price available. 
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A. E. Halverson. 

Q That is right, so that when your refinery started to turn 
out products in Calgary, you had to weigh. all these various 
competitive factors and determine a price at which to sell 
the public, that would be, then be competitive with any 
other marketer or refiner? 

mee, LES. 

Q So that do you recall, how long have you been in the marketing 
end of the business of the Imperial Oil? 

A I have been, I began with the Sales Depertment, with the 
Imperial Oil Limited in Edmonton in 1913. 

@ So that you are fully familiar with prices that pertained 
to this market for the last 8 or 10 years? 

A Yes, more or less. My memory is sometimes not of the best 
Pavel Can Terresn it by (Looking at the records, of course. 

Q Now, at that time prices were reduced, but only to keep out 
the American competition of refined products, from time to 
time, when there were no other refineries in this territory? 

A Well, the pvroblem then was the same as to-day, that is to 
be reasonably competitive and maintain our share of the 
business. 

Q@ Yes, but I suggest to you that your compary, when they started 
to import crude from Wyoming and refine it in Calgary, took 
full advantage of the competitive condition that existed at 
that time and set their prices slightly, a matter of a 
quarter of a cent, lower than the Mid-Continent price of 
gasoline laid down in Calgary or any other point in this 
marketing territory, so that they were enabled at that time 
to make up the very wide spread? 

A Are you assuming that? 


@ I am asking you if that is correct? 
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A. &. Halverson. 

Pell, £ dO not, Know because at that time’ Il was not familiar 
with it. All I did, I knew what the prices were and we tried 
to market the products. 

Q Now, at the present time you are not in a position to 
give us the basis for the 16% cents? 

A TI have already done so. 
tI mean in detail, so that we can determine the individual 
factors that you took into consideration? , 

THE CHAIRMAN: The witness has already made it 
very clear that he knows nothing about the price of crude, 
for example. 
ns, CLOTKINS: Vor o Vou Sees how, My owe, 
hones MOulInNe tO OO With the price of crude. 
THE CHAIRMAN: 252b NOG One Of the tactors 
maercivare Drougn. -ntoO account in the price of gasoline? 
MR. ~LOTKINS: No, what I am asking now, my lord, 
js what other gasoline, “coming into this marketing territory, 
is there that forces the Imperial Oil Company to put the 
price down to 164 cents? 
THE CHAIRMsN: You are speaking now of the 
competitive feature. 
Mh. “LOTR TNS: Competitive features of gasoline 
morke ting. not of the crude. 

} THE CHAIRMAN: AVI right. 
MR. FRAWLEY: Gither down to 16% or up to 163, 


depending on conditions. 
“ITNSSS: , | Yes, I think it is down, because 
it is down to 164 cents in the last two or three je ars. 


eo MR. PLOTKINS: - Now, when we come to crude we were 
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given the basis. Now, when we come to gasoline I would 
like to know from you as an expert marketer, why you 
struck the price at 164 cents? 
A Vell, at the expense of being monotonous I ean only repeat 
what I have said, that in Alberta and elsewhere where we 
have to be reasonably competitive, if we want to maintain 
our sales volume, with either domestic competition or 
imported competition, we feel that 163 cents is reasonably 
competitive. 
Wwnet iS the demestic competition in Alberta, for $4 Star? 
You mean leadcd products? 


Yes, leaded products? 


- LL fF © 


Well, there is the British American and Texas Oil Company 
and numerous other oil companies. 
well, now, the British American----- 
A There are local oil companies, as I class them, that are 
putting in Ethyl mixing plants. We have to anticipate that. 
Q@ At the time you set 164 cents---- 
THE CHATRMAN: When was that? 
Q MR. PLOTKINS: That was on January 5th, 1938, 
ao. pecell it. or about that? 
A No, that was in June, 1938. 
MR. FRAWLEY: June, 1938. 
SR, PLOTKING: Now, the British American did 
not manufacture, you were supplying the goods, that is correct, 
PStby no tt 
A We were processing for the British American. 
Processing for the British american? 


oh Yes. 
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A. E.Halverson. 

Q The Texas Company at the present time is working 

| under Pena ena blue disadvantage at the price of 164 cents, 
iseit not, Mr. Halverson? 

I do not know. | 

Well, do you not make it your business as a marketer to know? 
Well, we do not have any intelligence department prying 

into the affairs of the Texas Oil Company. We try to 

conduct our own business and reduce our costs and pass 


our reductions on to the consumer. 


(Page 9535 follows.) 
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Now, Mr. Halverson, to know what competition is 

thet you have to face in order to set your price, 

woyld it not be reasonable to expect you to find out, 
by an intelligence department or by any other means, 
what other companies are doing and what they are able 
to dO in this territory. Or is there some other basis 
for setting the price? 

The index as to what they are able to do is what they 
are doing. He have to accept the prices that exist 

in this province ag the index of weat they are able 

to do. We do not seek to analyze their manufacturing 
eosts. At least, I do not. 

When you set the 163¢ as the price, the Texas Company 
was pretty well obliged to follow. They could not get 
L83¢, could they? 

Not very easily. 

And so that knewing, I am assuming you at least know 
that they have to pay a duty on gasoline? 

Yes. 

Ané that their cost of manufacturing in Sunburst 

and shipping into this market would, under normal 
conditions, be higher than yours? 

I am not in a position to say what their laid down costs 
are. here. 

“well, you see your Crude Department has correlated 
the value of Cutbank Grude to Turner Valley erude. So 
that is on a par. The Texas refinery is over 2o0 miles 
away from Calgary. Now, under them conditions, would you 
say they woulda not be at a disadvantage? 

Tt would seem that a refinery looated in Calgery here, 


subject to many factors with which [ am not familiar, 
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of cost, would have an aduan tage A CO Sit. 

Q So it was not the Texas Company that was one of the 
competitive factors that would oblige your company 
to put the price of gasoline down to l64¢? 

A One thing you Soe tealy tose sight of is this, that I 
have stated cur policy is one, and we considered it 
sound business, of moderate »rofits and an internal 
effort to reduce oosts and reduce over-all exnenditures, 
when we felt in June last year that our existing profits 
would permit us to make a reduction, we made a reduction. 
And we did not take the attitude that because the Texas 
Company cost laid down here is so much that we are entitled 
to get that same price here, regardless of what our 
earnings may be. 

Q Now,-Mr. Halverson, is it not the policy of your company 
as well as any other commercial organization to find how 
much is the most you can get for your products in the 
light of competition? 

A That might be smeone's idea, but not ours. Our idea 
is that a moderate profit is good business over a long 
range period, because it prevents further duplications 
wiich dilutes the market; it raises your cost; which 
eventually puts you in the vesition where you are less 
able to compete than if you had been satisfied with 
a moderate profit to begin with. 

Q And your cost, Mr. Halverson, is dependent entirely 
on the price that the Production Tecartment or 
Manufacturing Devartment or the Imperial Oil sets on 


Turner Velley crude. Tht is the basis of your cost, 


Pea that price is Get also in the light of competitive 
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company is to make only a small profit and to be a 
public benefactor when as a mtter of fact itis a 
commercial organization, and you endeavor to render 

the best service at the lowest possible cost to yourself 
and the highest possible profit? 

A f did not say a »nublic benefactor, I said it was a 
matter of good business. 

Q Can you supply, or can your company supply the Commission 
with the tank wagon price on standard graé gasoline at 
Calgary from previous to your refinery being set Upihere. 
up to date, and show what gasoline could be imported from 
the closest competitive point at, and compare it with the 
tank wagon price at Calgary and shew the spread? Can 
you do that? JI think that that will show the principle 
that we are trying to find, the basis on which your 
Campany works, to set the tank wagon price? 

A I will endeavor to go back as far as our records g0, 
if the Commission considers it pertinent. 

Q Would you also pe good mough....... 

TH CHATRMAN: Just a minute. 

MR. FRAWLEY: Perhaps I should say what 

T have, I have in front of me, from the Imperial Company 

the tank wagon prices at Calgary and the service station 

prices at Calgary on Ethyl gasoline, 3 Star Gasoline 

and Th’.d Grade gasoline, from October 29th, 1906, in 

the case of Ethyl gasoline dow to date; October 29th, 
1932, date on 3 Star gasoline, and August 26th, 1933, 


to date on Third Grade gasoline. This statement, af course, 


: 1 eres i m imported gasolire 
contains no comparision with what laid dom impo & 


would be at any cf these dates. 
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MR. FLOTKINS: You see, Mr. Ohairman, the 
Menicesi on as I understand it is endeavoring to find out 
if the vrice of gasoline is mee Son anie Bnd in order to 
get a basis for finding out whether it is reasonable ov 
not there should be the historioal semoetitive figures 
shown «so that you can find the basis of competitien. 

We have been told the basis of arriving at orude prices. 
Now if the Commission is sunplied with that information 
and it is properly analysed it will show the basis of 
arriving at tank wagon prices. 

Q THE CHAIRMAN: Would it be an enormous 
task, Mr. Halverson, or not? 

& Zt am not just sure how far our records go bask cn »vrices. 
I mean to the extent that vou have records of course? 

& I will be glad to go back as far as our records gc. As 
far as import prices are concerned, we would have to get 
that from the Petroleum Publications. 

TH CHATRMAN : Tt is suggested we should 

have it. Of course, we do not want to discard anything 

we are told, presumably by resycnsible people, is important. 
if it will not be too much trouble will you get it? 

A We will be glad to go back as far as we can, 

MR. NOLAN: T am wondering, Mr. Chairmar. 
if Mr. Halverson understands how difficult this may be. 
As IT apnprehend the request, we are asked to show what the 
laid down costs cre of competing gasolines imported into 
this province, would be in Calgary as at these different 


years. 


A = We woulda have to use the published quotations in the 


™ National Setroleum News. 
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What would that give you? 
MR. COMMISSIONER LIPS®TT: The tank wagon price? 


The tank car »rice laid down, 


THE CHATRMAN: Not an analysis of their 
cost? 
MR. NOLAN: You have the tank wagon 


price. I was going to ask you, have we a record of the 
other compoanies tank wagon prices in Alberta? 

Just from the immediate vresent. 

MR. PLOTKINS: There’is the offic ial 

tank wagon price of the Imperial. 

MR. NOLAN: That is, only partor 

what the cuestion involves. 

MR. PLOTKINS: The other vart is the laid 
down cost of a tank car of gasoline from the competitive 
area. Then the spread will show the basis of arriving at 
cost. 

It is not as simple, Your Lurdship, as Mr, Plotkins assumes, 
For instance, during that period there have been many changes 
in the exchange rate. There have been changes in freight 
rates. There have been changes in surtax and excise and it 
is going to be quite a problem to co-ordinate all these 
factors and get the true laid dow cost. 

MR. FRAWLEY: Mr. Halverson, you recall 
when you gave evidence before the Tariff Board you filed 
that which was Exhibit "35% in the Tariff Board record. 

It is quite true that was only as of one date. But that 

is precisely the thing we are talking about now that you 
die at that time? 


Ty is for one date only. 
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th. E. Halverson 
; 

Q That As precisely so. There are several dates, or there 
have been Changes yearly, Mr. Chairman, and sometimes 
several times during ea year since October PACA IPR ES Ve be e616 Yaion 
is what T have. ‘Thinking of it first only to the extent 
that I‘ have it and gcing back ne further than October 29th, 

1930, 

THE CHATRMAN : What IT am getting at is, 

or what I would like to get at, is Mr. Halverson and his 
company throughout have been very willing to gather anything 
that they can sensibly from their own records. The cther 
part of the question as I am appreciating it, Mr. Shaw, 
involves the ccllection of data and the doing of work quite 


outside of their ow records. 


MR. PLOTKINS: Well, I think F can eliminate 
that. 
THE CHAIRMAN : Which Mr. Plotkins can do 


for himself and I am sure he will if he thinks it is of 
importarce to us to have it, What I mean, I think we 


should not ask the Imperial Oil Limited --- 


MR. SHAW: We were just discussing 
that; 
MR, PLOTKINS: I think I com ask a 

y question that will bring out what I want to show by that 


Statement. 


) ‘Befcre there was any production in Tumer Valley your 


‘Gompany imported crude fron thé States? 
. THa CHAIRMAN: IT am sorry, Mr. Plotkins, 
I was speaking. 


Q MR, PLOTKINS: I said before the Imperial 


~ 


| Oil had any production in Turn@ Valley they importea thet» 
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orude requirements from Montana and ones 

Yes, Sir. 

And at that time they were not concerned with either the 
policy of developing or cf setting a price to develop 

the field or to hold it down, They were solely ccncerned 
with obtaining their crude supplies at a competitive figure, 
would not that be reasonable? 

As far as I know, we have always been interested in the 
cevelcpment of Turner Valley. 

But previous to crude being found in Turner Valley there 
would not be any interest? 

In fact I think we did a lot ef pioneering. 

So that before the Turner Valley crude field became a 
fastor you set your retail prices, that is your tank wegon 
price in Calgary and elsewhere based on the cost of import- 
ed crude plus the cost of manufacturing plus the cost of 
marke ting’? 

THE CHAIRMAN: Just a minute. Break 
Peoup.,.,...1.that_.is.a.cuestion it may be qui te obvious 

that we want an answer from the witness. 

It was based on the over all costs which would include 
crude, manufacturing, marketing and transportation. 

MR. PLOTKINS: But when crude became 
available in Turner Valley in sufficient quantities to 

take care of your market or your requirements, there 

was another factor that had to be considered and that is 
whether it was wise or unwise te permit undue developmert 
or to restrict development insofar as your company is con- 
cerned, is that not correct? 


Are you making a statement or asking a cuestion. 
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I am asking a question? 

I am not familiar. 

fs it not abvious? 

I merely said a moment ago as far as my knowledge goes, 
being intimately associated with the officials of this 
company, we have always been interested in the develop- 
ments of the Turner Valley Oil field. 

Beg pardon? ; 

I say we have always been interested in the developments 
of the Turner Vealloy oil fields, right from its very 
beginning, long before many others got into it. 

Because of your interest you would take into consideration 
the question of the development policy insofar as it 
applies tc Turner Valley. I mean you would be conseerned 
With developing crude? 

There is nothing I can add to what T have said as a market- 
ing man. 

Your price of 16% cents that was set up as the tank wagon 
price on gasoline may at that time be set with a view to 
carrying out some policy of your company in respect te the 
developments of Turner Valley or else where? 

As IT have stated before as far as prices are coeerned the 
marke ting recommendations of myself are usually accepted. 
Did you recommend -- 

The price structure thet we have in Alberta today and have 
had for some time has been recommenied as I have said so 
many times on two bases, One is to permit us to make a 
return on our over all vperations and secondly to be 
competitive. 


Yes? 
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On that basis we have made our reccomendations regarding 
the price structure and it has been accepted. As far as 

I know there has been no ulterior motive or any other 
factor enter into our price structure here. 

It would not be necessary to have any ulterior motive. 

It would be quite legitimate for your company to take all 
Peet ors into consideration. ‘when ycu say your recommend- 
ations were accepted it was because they were based on 

a factor that you had no control of, and that is namely the 
posted: field price of crude. Is that not a fact? 

Well you seem to want me to talk crude. 

No, I do not want you to talk crude. I want you to talk 
marketing.» Had you any alternative? 

As far as I know our Manufacturing Devartment pays the 
posted field price for crude. 

Yes? 

Whether it is Turner Valley, Montana, South America, or 
anywhere else. 

Yes? 

And having paid that posted field price, not bootlegging, 
but paying the posted price then the manufacturing depart- 
ment endexzvors to turn that into products that the consumer 
requires as economically as it can. 

eat is as far as I can go with you. In your general 
review of marketing operations, Exhibit "514", you mention-=- 
ed somewhere, I do not know the page, about 94,680 barrels 
being employed by your department to service farmers with 
their requirements? 
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And as I recall it this big investment in drums has been 
almost fully amortized? I mean you make a point of that? 
It is nearly depreciated, yes Sir, 

All but $L9,O00C .00? 

eS 5. O12.. 

And it was amortized by charging a sufficiamt amount in 
the marketing expenses. JI mean that was the way that your 
company reimbursed themselves? 

He Sey LT .6 

For the use of those drums? 

Quite naturally, yes Sir, 

So that ultimately it wag at thse expense of the farmers? 
I mean you purchased those drums. You amortized them by 
including sufficient in the sale »rice to amortize them 
and the result is that when you get them fully depreciated 
they will have been paid for in the market price, in the 
sale price? 

All of marketing expense, if possivle, is included in the 
Sa.8 price. 

So that if you had adopted the policy as you did in the 
early days of selling your drums at $8.CO a niece instead 


of loaning them, the farmer would have paid for them, but 


at least he wuld om them tcday? 


Well, during the past ten years there has been a lot of 
farmers in Western Canada that would not like to have te 
buy 8 or 10 barrels for cash. And I might further say 

@ lot of local oil companies would not like to buy barrels 
to run their business with when they can get Imperial Oil 
barrels to do it with. That might take in the Lion Oil 
Company. 


That is why I am going to go irto this. Im the early days, 
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A. E. Halverson 


lO years ago, you sold your drums and as a result the 
farmer or the user would have paid for his ow drums? 

A wea,” oir), 

Q Now because of your policy of loaning then and charging 
the farmer in the price are you really playing the role 
of Santa Claus as you try to make out? 

THE CHAIRMAN: Now do not make comments. 
Whether it is the role of Santa Claus or not is for us. 
What he Said you can refer ,;to but do not characterize it 
as anything, 

A We thought et the time it was gooq business. It might 

| have been a iistaken policy. But there is one point you 
make that is not entirely accurate, that the farmers have 
paid for these barrels. A&A good deal of the depreciation 
was written off during the years 1933, 1934, 1935 and 
1936. In each of those years we lost money on our Alberta 
operations and therefore, we did not recover that depres- 
lation from the farmers, However, I do not desire to 
stress that point. 

Q MR. PLOTAINS; Tg it not good business 
for your company or any company for that matter, to 
endeavor to retain control of the business through the 
loaning of drums instead of having the farmer indevendent 
of you when it comes to buying his requirements? 

A You undoubtedly know full well that at the present time 
our loaned barrel does not control the gallonage in any 
Way e We wish it did but it does not. We would 1ike 
our barrels to be used in our service and I think that 
is only right. But they are not beins used that way. 


Therefore, when you bring up the matter of control you 
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are bringing up something which is entirely con trary to the 
fact at the present time. 

At the present time? 

and for some time past, 

But for most of the past it has not been true, has it? 
Because you had the drums and were loaning them you were 
able to control business? 

Our purpose in loaning barrels in the beginning was 
actually to hold a share of the market. 

That is right. Nothing wrong with that is there? 

Nothing at all, no. 

Any more than there is arything wrong with selling a dealer 
& pump te endeavor to retain some measure of con trol over 
that business? | 

The same thing. 

So that it is not a question of service to somebody is it? 
It is just a matter of good business? 

Well, go back a few years. Let us bgo back to 1956, 

19 when? 

1930, 

Yes? 

Whem the consumption in Alberta exceeded that of any year 
since, including last year, 

Yes? 

At that time the West was very prosperous. Very good crops. 
It would have been an easy matter for us I would think if 
we had said "We have sufficient investment in barrels. You 


just make the best of it. Whether you have get to wait a 


week or sc is no concern of ours," But we did not approach 


the problem that way. tie feel we have to look ahead and at 


* 
4 
: 


ze 4 
ineteay. ip 

: Yew 

po-4 . (oa3 

cond 5 fe 

‘ o Z 

2 ee r A ee 

“a s is 


a 


er 


a os 
tne - . 


+ * o » 


ier 


* 


ede 


T=1 | 
13 ~ 9547 - 
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that time we bought barrels to provide the farmers with 
service at that time, Naturally we considered it good 
business but on the other hand we could have easily said, 
"It is no concern of ours if you run out of barrels," 

Q Would tue farmer have gone without gasoline? 

The farmer would have had to tuy his woarrels or make other 
arrangements. 

Q Yes, he would have had to buy his barrels. Has there not 
been several attempts by other oil companies to meet with 
your company and eliminate this question of barrels? 

A There has not. 

There has not to your knowledge? 

Not to my knowledge. But IT stated in the brief that we 
feel that when the present parrels that we have need re~ 
placemat that we contemplate changing our policy and 
selling barrels to the farmers. Getting a good substantial 
package at the lowest possible cost and selling it to the 
farmers. Because we think the policy of loaning barrels 

to the farmers may be a mistaken one. 

Q MR. COMMISSIONER LIPSETT: When you loan barrels, 

Mr. Halverson, there was no extra charge for the gasoline 
to the man Wh O had the barrel loaned? 

A None whatever. 

Q It was not like the pump where you nut @ pump up for a man 
and chargec a little more for the gasoline until the pump 
is paid for? 

A There was nothing like that to the farmers. 

Nothing whatever? 


A No. The man who got the barrel loaned paid exastly the 


same price as the man who owed his own barrel. 
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There was just one other point in connection with that. 
Po farmers, sneaking generally, buy the lower grade 
products on which your margin is smaller than on the 
standard gasoline? 

Famers buy principally Acto and distillates for their 
production use, if I understand your cuestion. 

That is what I was asking. So that in reality the 
depreciation on these barrels would be only paid to a 
very small degree by the farmer and would really be 

paid by the purchaser of the higher grade »roducts? 
Farmers are the ones who use most of the barrels. For 
some time past these barrels have been principally used 
for what we call "farm products", that is Q\e os: gasoline 
end distillates. 

And apart fron the four years you mentioned, the farmers 
in reality have patd very little of the depreciation on 
thos e barrels, as famers? 


Yes. 


( Go to Page 9549 ) 
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So the mnargin I gather that you have on their products, 

is substantially similar on the sso and Standard? 

That is correct. 

line PLOTAINS: You mentioned the fact that 
it was other oil companies who were using your barrels, 

Mre Halverson, is it not really the farmer who is using 
your barrelsz instead of buying his own? 

I made a statement there which I do not want to labor too 
much unless you wish to, and that is that a good many of 
our barrels are never used for our produsts today. ife do 
know of many cases where other oil companies have our bar- 
rels and we know they have got them but we cannot get them. 
You mean the other oil companies have possession of your 
barrels? 

They have possession of our barrels at ‘he ix plant but there 
is a little technicality involving those and which has real- 
ly got us stopped and that is ten or fifteen years ago we 
sold barrels and there is a few of those barrels still out 
that we sold so every time we want possession of our own 
barrels now it happens to be one that we sold and some of 
our friendly competitors have helped that idea along very 
well. 

Now Mr. Halverson, there is a point that I have not raised, 
do you recall your company charging $15 a barwel to the 
farmers for drums, I mean ~15 for these barrels? 

Yes. 

And then only refunding 48? 

I do not quite recall that. I can check up on that. 

Well is that not the basis of most of the animosity cf 


the farmers on this drum question’ 


I am not accepting that statement as being correct until 
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I check it. 

Q It was just pointed out to me and I want to give you 
this information because you very pointedly made the 
remark that the other companies had your drums or 
were using your drums. The Lion Oil Company supplies 
no drums, has no drums in their possession belonging 
to anyone but we sell drums and have sold a consider- 
able quantity to farmers and dealers for cash and we 
found no difficulty in selling drums. 

THLE CHATRMAN: evil dirs “Plotkine,) of 
course if you want to give evidence about that you can 
but it is of no value from down there, these statements. 
WITNESS: And I am not in a position 
where I can answer your question. 

Q MR e PLOTAINS: With regard to commissions 
paid to your agents on lubricants, iir. Halverson, you 
Show an average of 4.56 per gallon actually, yes, per 
gallon, is that correct? 

A oo 18 in the priest). 

THE CHATHAAN : The witness has been in the 
box for a long time now and I think we will take a short 
Yecess. 


(An adjournment of ten minutes was here taken ) 


vik « PLOTKINS: exhibit "316", page 4, lire 


ga 


Halverson, you show somewhere here that your total sales 


are, 93% of your inarvelube sales at commission points were 


made to dealers? 

A I have the wrong lixhibit. 
Re FRAWLOY: Not on that Exhibit. 
HITNLSS: ¥Yoursaid Exhibit "Slo" 7 aid 
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you not, itr. Plotkins? 
Re FRAWLEY: Et must be Exhibit "317". 
MRe PLOTKINS Page 4, Exhibit "317"? 


Yes. 
"This average commission rate indicates", which is the 
average commission rate of 5.35 per gallon to commission 
agents, "This average commission rate indicates that 93% 
of tiarvelube sales at commission points are made to 
dealers", now on page 11 of Exhibit "315" at the bottom of 
the first paragraph, it Bays: 
"Our average commission on White products paid, in+ 
"dicates that approximately 50% of our sales at 
"rural points are to dealers and therefore represent 
"very substantial gallonage that we must protect 
Yoagainst competitive inroads if we are to maintain 
“our position in Alberta". 
Now a8 a practical marketer, Mir. Halverson, would you say 
that that would be a fair ratio of MWarvelube sales to 
dJhite products, where the average salvcs of white products 
are 50% to dealers and the Marvelube sales are 93% to 
dealers? 
Yes, I would say it is fair under existing conditions. 
Now can you reconcile that statement with the necessity 
of your agents to make a living? 
The reason why 93% of our isarvelube is sold through 
dealers 1 explained yesterduy. The farmers today are buy~ 
ing their lubricating oil many times in five gallon quan- 
tities or 10 gallon quantities. They are not buying it in 
barrels or half barrels but when they buy ‘Vhite products 


they buy it in barrel quantities and it is only a matter 
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of nature taking its course, that when a farmer buys 

5 or 10 gallons at a time he grevitates towards theo 

dealer. It is a retail proposition, it iam hen a whole- 

sale proposition. 

Yo you prohibit your agents from selling to fardora in 

5 or 10 gallon lots? 

Zo some extent I believe our agents sell farmers in 10 
gallon quantities, or they may even in some cases sell 

in lesser quantities. 

So it is natural to assume that your agent , wanting to 

make as much as he can, as you say the commissions are not 
wonderful and he cannot make a lot of money, that he will 
endeavour himself to sell direct to the farmer his oil re- 
quirements, being as his commission is double? 

When he delivers, instead of doling it out in 5 gallon 
quantities to farmers, it is quite possible the agent pre- 
fers to sell three barrels at a time to a dealer. 

Well is that probable? 

At the warehouse, the only product we ship in as lubricating 
oil in barrel quantities and it means that the agent has to 
tip the barrel over and take 5 gallons out of the barrel and 
tip the barrel up again, whereas the dealer has bulk tanks 
for lubricating oil and is in a position to retail. I think 
it is quite abnormal development and I aight mention at 

this time, seeing the point, has been stressed so much, it 
has been rather suggested that the commissions are used, are 
being ma nipulated--~- 

Not manipulated, are used? 

Are used, whichever word you prefer, but to guard against 
that very thing our company places a maximum commission on 


White products of 2 cents per gallon and in no case do we 
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pay more. On lubricating oils the commission is 5 cents 
when sold to a@ dealer and 10 cents when sold to the con- 
Sumer and in no case, and I am quite prepared to swear to 
that, is it more. Now if as a policy we wanted to do in- 
directly what ¥© g@annot do directly, then we could accon- 
plish that very easily by giving our agents a commission 

of 23 cents per gallon, where there were special conditions 
to rieet, or we could give them 15 centa a gallon commission 
on lubricating oils. That would quite be within our rights, 
providing we wanted to encourage agents to do indirectly 
what we would not do ourselves. 

Q As you have told us yesterday, iir. Halverson, while you do 
not encourage it and while it is not your policy and while 
to your knowledges it doos not exist, the fact is that there 
is a commission of s0 many cents a gallon to the agent when 
he makes a sale direct to the farmer, he gets one commission, 
when he makes a sale to a dealer, he makes another rate of 
Gomuission, now 4s you very properly told us, you have no 
control in what he might do of his own accord, is that not 
correct, you have told us that? 

A That is right. 

Q But the system of these various discounts does make it pos- 
sible for him to improve his position as a commission agent 
in other words you are putting him on the spot to make ag 
many sales as possible for your company, which is quite 
legitimate and because of the necessity of making as much 
money a8 possible, he uses the systems or the conditions 
that you have imposed on him and he makes the most of then, 
how is there anything wrong with that? 


A No. 


nee 


t 
mer 
. 
“ 
eliG 
:¢ 
wo 


‘ 
i 
, 
, 
(aa 
=a 
Ps 
- =. 


ra 
~ 
‘. at 
am wee 
. 
: re Fs 
neste oe . 
a 
~ it y 
a , 
eae " : 
’ aa 
: eeay 
2 | 
<P 
< stick 
~ oe 
ss ms 


~ 0 
en 
x 
¢ 
& <i 
| 
iF} 
er 
2 So} 
S. a 
eh. 
. co a . 
‘ = i 
< 
2 : 
on 
e Se 


2 
us 
ais 
aise 
Sanat 
4 : 
‘Sa “Pe 


26) 

ve am : 

aa: - 
_ 

Bey 


: eS) 
Ee ; 
See pee 


ata gis ’ 
* ae 
Mii 
he at ad 
ee) teen q 
~~ 
ont eet 
ae ‘ 


Ts 
a 
< 


AeBeHalverson 
~ 9554 - 


cz 

6 

Q Nothing wrong with that? 

A And at this time I wish to mention this, that I believe 
that if inquiries are made from the dealer at Leduc, to 
Which you referred so authoritatively yestorday, that 
you will find that no such proposition was made to him 
ard I think it might be well to clear tlt point up. 

Q We are going to bring witnesses to give evidcnce on 
these points? 

A I just wanted to go on record on that. 

Q Now I am not prepared to swear that this man at Leduc 
receives anything because I do not know? 

A No, but the statement was made by your District Super- 
visor that an offer was made to him. Now cither it was 
or it was not and my information is that it was not. 

Q lire Gilbert stated that Mr. adam had told him that an 
offer was made. Now 93% of these Marvelube sales are 
made through dealers and would it be that that arrange- 
ment would also increase sales because of the factors 
which you cnnumerated, namely that the dealer---- 

MR. FRAWLEY: liay I interrupt, to speak 
of this old matter that Mr. Halverson has referred to as 
the atatement made yesterday and I would like to say that 
lure Cottle got through to ir. Adam himself yesterday, it 
is still of course heresay,, iir.« Halverson, but I wanted 
make that statement so that you would not think I was 
sitting here and keeping it to myself, and tir. Adam 


denied the statement... 
WITNESS: You said hire Adam what? 


MR. FRAWLEY: wre Adam told Mre Cottle 


on the telephone yesterday that he had not received any 


such arrangenent on lubricating oils from the Imperial 
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Oil Company, Limited, that he simply got the dissount, 
the ordinary discount and he did not get another 10% 
over on all the Lubricat ing Oils that went through the 
agency at Leduc, the Wilkinson Agency, which is your 
agency, at Leduce Now i am very glad to make that 
statement to support iire Halverson in his present state- 
ment. 

siAJOR LIPSETT: Was the statexent that he 
was getting 10% extra, is that the statement which is 
being contradicted. 

hike COTTLE: 4s lt understand it, the 
statenent was made that tlre Adam received a commission 
on all of the sales from the Leduc agency. 

wR e PLOTKINS: On the lubricating. 

wk e« COTTLi: On the lubricating, so I 
phoned iir. Adam and he told me that the commissions 
whieh he received on his own sales of lubricuting oils 
were only the regular commissions that were ellowed by 
the regular schedule and that his commissions had noth- 
thing whatever to do with any sales which were made by 


Wilkinson, who is the agent for the Imperial. 


MAJOR LIPS2tTT: To farmers. 
ike COTTLE: YeSe 
bike PLOTTING: ire Cottle, did you aak hin 


whether the Inperial paid them or whether the agent paid 


then, I mean there is no doubt that the Impe rial did not 


pay them. 
wRe COTTLE: | dnat is that again. 


There is no doubt in my mind 


that the Imperial Of1 direct did not pay then but what we 
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want to know is if there is such an arrangement between 
the agents. } | 

MR FRAWLEY: — Pu ua Soaesnted) hae wane 
kinsbon paid them. i 

MR. COTTLE: No, he said he received the 
regular discounts on the Imperial Oil, the same as © 
would receive anywhere as a dealer. 

MR. PLOTEINS: Well Mire Gilbert informs 

me that there was another one of our salesmen present 

at the time when the statement was made and as £ under 
stand it there were documents produced so we will forget 
about it for the time being. 

MR. PLOTKINS: «@ want to ask just one 
more question with regard to the lubricating oils, thexee 
is a total spread in the form of discounts and commissions 
between the listed price of Marvelube---~ 

May I look it up? 

Yes, and the price which your company received after pay- 
ing the agent his commission, of 205 cents per gallon? 
That is right; the maximum discount to the dealer of 16% 
cents and the commission is 5 cents to the agent. 

That would be 16% and 5, that would te 213? 

153 and 5, that is right. 

So that the agent at any point where there are dealers who 


are able to buy or where the salos that 4&8 agents are 


Sufficientto enable any one dezler to buy in quantities and 


contract for in quantities, aufficient to get the maximum 
discount, there is then a spread of 203 cents fcr the agent 
and dealer to work with? 
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Zs that not right? 

That is right. 

So what in effect the system Goes, it makes it possible---- 
THS CHATHIiA I: what again, ir. Plotkins, 

204 cents? 


iike PLOTKINS: The spread. 


THY CHAIRAAN : The spread on the sale of 
what? 
wRe PLOTKINS; On the sale of hiarvelube? 


The dealer gets 153 and the agent gets 5 cents commission. 
wie PLOTS: So that the agent at any one 
of those points has 205 cents with which to go and bargain 
for the business of any one dealer, not only in lubricating 
Oils but in gasoline, is that not correct * 

There is 20% sents per gallon, 153 cents to the dealer and 
5 cents commission to the agent. 

And it is not likely that the agent is going to give away 
his commission of 5 cents? 

and it is not likely the deuler will retail in 10 gallon 
quantities for nothing either. 

No, but what I am getting at, Wr. Halverson, that there is, . 
you do place your agents in the position where he has the 
power to go out and make deals and compete with other con- 
panies, in other words the reason you have put that spread 
of 20% cents is because it is competitive, is that not 
right? 

It is competitive on lubricating oils, 

Yes? 

And at this point Z would like to make this statement that 
to the best of ay knowledge, and I keep rather closely in 


touch with marketing conditions, at least I try to, I have 
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no information of a single account of gasoline in Alberta 
that we had switched over to our company through lubricat- 
ing oils and I am sure Mr. Stevens, the Manager for Alberta, 
can confirm that. IE am almost astounded with the ditt nd ot s 
placed on this for getting gasoline business because it 

has never occurred to us and so far as I know there is not 
one single account to my knowledge over a period of years 

that we have secured, of White products through the medium 

of lubricating oils. 

Now i:ir. Halverson---=- 

Now I am making that statement here under oath. 

Now I want to allay your fears that I want to make something 
out of this. I will tell you why I am qestioning you on it, 
it is only for the purpose of showing that the system under 
which your company operates permits it to do, at least the 

s ystem permits it to do what under the oil code we are not 
permitted to do because we have not got the same type of 

an organization and do not do our business in the same manner. 
Now that is all I am bringing out. I am not concerned with 
whether you give your agents 10 cents or 5 cents.e I know 
you are competitive and we have to meet that competition 
and so have you? 

If I may interject to this extent, so far as I know there 
is nothing to prevent you from giving a commission to 
your agent, there is,nothing to prevent you giving a com- 
mission to your dealers and that is all we are doing. 


True, but there is something, well 4 will go into that 


later--~-- 


MR. FRAWLEY: It might serve to enlighten 


things as we gd along, lire. Plotkins, if you would point to 
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the particular regulation of the provisions of the Fuel 
Oil Licensing Act, which you call the Oil Code, which 


does this which you are talking about. 


Re PLOTKINS: I have something prepared 
on that. 
MRe FRAWLAY: for the purposes of cross~ 


exaflination, so that we will be clear on what the regul- 


ations permit lire Halverson to do and prevent you from 


MRe PLOTKINS: Well iir. Halverson, I am 
not expecting him to answer what we can do under the 
Governiient Code or not, because after all it is the de~ 
partaent which decides whether we are doing it legally or 


Hot 


hits FRAWLEY: But surely iire Halverson 


would have some idea of this. 


WITNESS: So far as I know, to answer 
that question, there is nothing that we can do in market~ 
ing in Alberta that you cannot do and if there is it is 
news to ie. 

Yell you see, ir. Halverson, the. reason we cannot do it, 
the reason we are not able to meet that type of competition 
and still comply with the Code is that we have one price and 
One set of discounts that apply to a given volume of bus- 
iness and because our agent is not in the position of your 
ugent, our dealer is not in the position that your agent is 
where he is handling somebody olse's goods, he cannot 

jockey with the local accounts, in other words, he cannot 
take full advantage of the system that you people have in 


doing business because we have no such system and that is 
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where the trouble comes in, but I will read this here, 
although to go into the details further * have to ex- 
plain what the facts are. It says here, number 29, 
under "Business Practices": 

"No Licensee shall give to any other Licensee or 

"to any consumer, nor shall any Licensee or con- 

"sumer accept, any premiums, trading stamps, oil 

Yor other commodities or things of value for the 

"purpose of promoting the sale of fuel oil". 
And then number 46, a little more explicit: 

"No Licensee shall give anything of value to the 

"employee or agent of the customer for the purpose 

“of influencing or furthering the sale of any com- 

"“modity or render any bill or statement of account 

"to a customer, employee or agent of such customer 

"which is inaccurate or incomplete in any partio- 

"ular, with the intent of giving a secret rebate 

"to any such person". 
Now 4 want to qualify eat, I am not making any imputation 
that your company does, I am just simply trying to bring 
out your method of doing business and then go to the Be aA., 
and do the same or the Maple beaf and do the same and then 
we will be able to weigh those but I do make this statement 
that because of your practices, + sean your system, and 
while you may honourably stay within the limite of the 
system as you have said, I know, and I am going to be able 


to bring it out from other companies’ practices based on 


your system, that they do not stay within those limits and 


they use the system, in other words they take full advan- 


tage of the openings which are left in tne system, now 
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that is why I pursue that and really without any motive 


of saying that your company is doing something wrong. 


(Go to number 9562) 
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Obviously, our agents deserve a commission for selling 
lubricating oil. ‘je cannot very well get away from that. 
No? 

And obviously a dealer expects some kind of a discount, 

I do not know what else we can do other than our present 
policy. 

There is a written or verbal or implied agreement between 
the majur companies and the major company associates, 

Mr. Halverson, whereby those companiss agree not to 

even attempt to sell products to each others' accounts? 
No, that is not correct. 

That is not correct? 

NO. 

You lave no knowledge of any such understanding? 

i should have, if there were one. ‘ve do, however, and I 
want to make this clear, respect existing contracts. 

Yes, that is what I mean? 

Anyone's contract, whether we like it or not, if it is 

a contract, we respect it. If through error we deliver 
any products to tae who is under contract, when we 
find that out, we stop delivering to such customer while 
the contract is in existence. 

What contract have you reference to? 

To the exclusive buyers! contract. 

But you feel free to call on thet account at the expirati on? 
We call on the account during the currency of the contract 
and try to get his business at the expiration of it. 


Is there any understanding as regards maintaining prices? 


No, there is not. I might say directly or indirectly, 


there is not. 
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Do you know of any instances where your company has 
disciplined any dealers or agents or purchasers for 

cutting prices or at least for lowering the retail or 

tank wagon price? 

As far as our agents are oonceimed, they are Supposed 

to sell at the »vrices we establish, because it is our 
invoices. 

Yes? 

f do not know of any case where we la ve had to discipline 

an agent, because it is well understood that it is our 
product and sold on our invoice. So far as ths dealer 

is concerned, we do not intend to discipline him because 

as I said yesterday it is up to him to set his ow retail 
prices. We do not in any way attempt to control a retailer. 
Pepe fRaAvueys lL an sorry, LT missed that. You say you do not 
Peeeieiine retailers who will cut the recognized retailer's 
margin? 

Theat is right. It is up the the retailer, I presume, ‘to live 
up to the laws of the province. But as far as we are 
concerned, the retailer is free to set his own retail 

prices or his own merchandising policy. 

TH? CHAIRMAN: He buys the goods from you? 

He buys them from us. 

They are his own? 

They are his owe 

You are not undertaking to policr other people with respect 
to the handling of their ow goods? 

That is correct, Your Lordship. 

MR. PLOTKINS: Does that anply also to other companies 


under your control, Mr. Halversom, the Maple Leaf? 
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The only other company to which you ca refer would 

be the Maple Leaf, of which I hanpen to be Vice-FEresident. 
And the same volicies apply to the Maple Leaf with the 
exception of their contract with the United Farmers of 
Alberta, We feel, and feel strogly, that the Maple 

Leaf should conduct their business just as cleanly and 
aboveboard as we do ourselves. ‘Je are not a party and 
do not intend to be a party to having a second company 
condone practices that we ourselves will not condone, 

in regard to the Maple Leaf Petroleums Limited, that is 
the neme, is it not? 

Maple Leaf Petroleums Limited. 

You say you are a Director? 

Vice-President. 

So you are fully familiar with their operations? 

Generally familiar. 

Has not thet company in the past beon conducted as what 

we call in the trade a fighting comsany for the Imperial 
OAL? 

In the first year I know of its existence, they were 
catering to a market which was somewhat different than 

our own, but at least for the five years since I have had 
something to do with it, their policies have been the same 
as our own. With the exception of the United varmers 
contract, which, whenever the Commission desires, we will 
give full particulars regarding it, 

MR. FRAWLEY: IT was going to ask you that 
in the short cross-examination I was going to have of you, 


Mr. Halverson. Probably you might be prepared to file that 


and discuss that pretty generally? 
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A T will be glad to. 

Q With the Couission, and then the other people will come 
along afterward and discuss it. 
MR. PLOTKI"S: What is that? 
MR. FRAWLEY: Mr. Halverson is going to 
file the contract and discuss it concisely and then the Map le 
Leaf Company will be here and discuss it themselves more 
completely. 
MR. PLOTKINS: Are they filings the Bropisg 
and Loss statement? 
Wa. FPRAWLGY: Yes, they are going to make 


a comple te statement of their own comoany. 


fea. CLUTKIMG: On Frage 16 of your General 
Review? 

THE CHAT AM AN: Pace 16 of Exhibit what? 

fie PLOT S* Bx btt, “Sits You sey nerve 


in the middle of the first paragraph “Ye have not taken into 
consideration competitive agents with under-ground storage 

as in most cases these are in reality dealers with inade- 
quate tankagce to meet harvest requirements, if located 

any distance from the Calgary refinery.” ‘hy, Mr. Halverson, 
do you say thet this particular type of outlet is inadequate 
to meet harvest requirements? 

A Vell, a great many of them, these days, who have gotten 
wholesale licenses, may have an under-ground tank of 
060-gallon capacity and in come cases 250-galion. That 

to a man of your knowledge of ilberta, you must know that 

is totally inadequate to meet harvest demands. 


a And is that the type of dealer that attempts to service farmers? 


A Many of them, yes. 
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Be 


for independents? 

Any dealer at all, as far as I know, that will take on 

an agency becomes a wholeSsler revardless of what 
tankage he may havs. .In some cases the dealer may 

put in some more tankage, but that is not requisite 

to becoming an agent. The main recuisite is to get 

the man's business and make hin an agent, so called. 

But you sell him products, and in reality he is not 

&@ bona-fide egent. 

In the case of a dealer that has three 1,000-gallon 
tanks, or larger tanks, because after all there are a few 
of them around, and with the trucking service to take 
care of all his requirements fiom day to day, would that 
dealer or agency be in any different position than your 
regular agency with large tanks, and warehouss, and 
meeting the requirements from day to day, whether it be 
harvest or any other time? 

Three 1,C00-gallon tanks to be used for differet products 
located any distance from the refinery is totally 
inadequate for the harvest rush. Our experience has been 
that when there are good crops in Alberta, even with 
114x20 storage tanks sum-lied by tank cars, we have had 
to divert temk cars from the point it vas goine to, to 
some other point to keep them from running out of supvlies. 
Tf that is th case, how could we carry 2n with 1,000- 
gallon under-ground tanks 350 miles from Calgary? 

You are perfectly right, Mr. Halverson. That ap lies to 
the Imperiel. But is that equally true with the people 
that you are pointing to, that is the independents, 

that they are not in a nosition to meet or adequately 


market. ts their volume as big as the Imperial? 
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That is the point I have been mkine, that @ local 
company may utilize any system of distribution it 
chooses. It is their business, and not ourse But we 
feel a responsibility to supply the full requirements 

at all periods of the year, including peek seasons and 
we cannot do that with 1,000-gallon under-ground tanks 
located at Veogreville. However, a local company, and 
there is certainly ho criticism from us, when his 1,000 
gallon tank proves inadequate, the farmer or the dealer, 
but principally the farmer, goes over to the Imperial Oil 
Plant and there is no embarrassment. 

Would the dealer keep his business at that point? 

I am not speaking entirely of dealers, but I said farmers. 
I know, but if a farmer was not able to get continuous 
service, and at times he found it impossible to secure 
Supplies from the regular dealer, would he stay with 

that dealer in the normal course of things? 

My experience has been, in order to make up for the 
interrupted service, that that dealer has to give a 

price concession, and that the customer will go elsewhere 
when he cannot get it at the cut price, and then go back 
when the product is available at the lower price. 

You see, Mr. Halverson, we have tried to impress the 
Commission with the fact that it is more economical to 
market through what we call combination plants, and that 
is what you have in mind now, a dealer that sells retail 
as well as wholesale. That is, sales by the drum to 
farmers? 

It would seem to me with local companies while they are 


expanding, the method you are using may be all right. 
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That is, under-ground tankége. But a company such 
as ours that has @ responsibility, has to have more 


adequate tankage. 


o> 


THE CHAIRMAN: Just excuse me, Mr. Plotkins. 

“@ have heard much of under-ground tankage as being more 

or less desirable. Do you mind elaborating on that? 

4 If, it is desirable. 

q Yes? I mean what is the distinction whether the tankage 
is under-ground or vertical? 

4 Vertical is above ground. 


Yes? 


EP 


A It is usuelly 114 x 20 storage tanks. It does not have to be 
but it seems to be the standard. It has 13,000 gallons 
Gapacity. It will take delivery of a tank car, and still 
have 5,000 gallons in the tank before takinz the tank csr. 
It is usually on railway property leased from the railway 
at ©10.00 per year. You could not put tankage like that 
down town on account of fire Papeete | And under- 
ground tank is simply a dealer's tank just Like any 
dealer has for selling gasoline. It is down town. 

It is operated unler ground. If a dealer wants to go 

in for the farmer business or if he has a big business 
he might put in a 1,000-gallon under-ground tank. I 
believe the fire regulationsof this province limit the 
under-ground tankage to 3,000 gallons capacity. That is 
the largest. rdinarily, the dealer puts in a 1,000- 
gallon under-ground tenk for each product. He may put 
in three of them. And that tank naturally cannot be 
served by the railway. The tank wagon calls there and 
delivers into his under-ground tank. It is my feeling 


that, and I Enow you have a map there showing a lot of 
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these underground tanks which with some exception 

are really retailers, That is what they Cae are, 

that are on the side going after the farm business, 

But it is my opinion, and I think that probably what 

the province is suffering from today is not so much 
duplication of real distributing facilities as it is 

a duplication of wholesale licenses to people who are 

not really wholesalers, and that has a tendency to dilute 
the market, and although for the time being it may seem 
to pay its way, I think careful consideration should be 
given that eventually it may raise the cost of doing 
business in this province for the man who is in a 
position to give legitimate service when it is needed. 

I want to repeat, it is not so much, in my opinion, from 
a careful study, of duplication of bulk plants, as it is 
a duplication of wholesaler licenses that is going to 
raise the cost in this province. The farmer is getting 
wholesale licenses, I do not know where it is going to 
eqd. “And: it (1s diluting the market and raising the cost. 
There is no other answer. 

Q MR. PLOTKINS: But, Mr. Halverson, would you say then 
Hoes teair for my boy, for: instance, to say "No you 
camiot have a license, you were born too late. You 
cannot go in business, you cannot start Wire 

4 I am not suggesting what we should do with your boy. 

I do say peoaine standpoint of economics, it may raise 
costs before we are through. 

Q Does it not come down to the viewnoint of your company 
that you wish to rationalize this business and just 


have it regulated within certain Limits? 
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I am not presumptuous enough to suggest to the 

province what they should do. I am concerned with 

pointing out what I consider the fact, and a pertinent 

one. 

You are talking about wholesale licenses. Is drum sales 
wholesale, or is it merely retailing in drum lots. What 

is the difference between a retailerin a car ora truck 
putting in 2 gallons and putting the same 2° gallons 

into a drum to a farmer or anyone else? 

I think a wholesaler is a man who is in a position 

to give service to the farmer at all periods of the year. 

He serves a public need. He is there. He is needed? 

Is there a.distinction to be drawn between a station.....ccoss 
4nd a retailer who wholesales as such really is not 

serving a public need. I don't blame him. He wants to 

get in and sell some farmers if he can, and that is his 
privilege. But he is not serving tke public needs to 

the same extent that storage tanks and a warehouse and 

a complete stock does. There is a big difference. 

You mentioned the fact that these dealers with under- 

ground storage in phe tae towns were more or less 
obtaining business by offering gas at a reduced price 

and that was one of the ways they could sell part of 

the farmer's requirements. Now, I suggest to you in 

the light of ordinary experience that in the last eight 
years, due to the fact that we have more transportation and 
that we have retail facilities conveniently located in the 
tows and cities that the farmer has been loathe to go 
half a mile to your bulk plant on the other side of the 


track, usually located somewhere away out of the fire 
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limits, when he can fill his drum or get his reouire~ 
ments right in town at 11:00 o'clock or 11:3C after the 
theatre on Saturday night, instead of hunting up some 
agent and walking or going with him half a mile or more 
in some cases, when there is no necessity, and to my 
knowledge, they are not necessarily cutting vrices 

in order to get that business. That it is obtained on 

@ convenience basis. In other words, the farmer or the 
motorist for that matter, goes to a particular location 
because it is more convenient and not necessarily on a 
price basis. Would you dispute that? 

Yes, I do not quite agree with it. Now, we must not 
confuse within HW miles of Calgary with Alberta. Alberta 
is a large province, and the development of every part 
of that proVince is important. 

Yes? 

You cannot. think in terms of only 50 miles from Calgary. 
Fifty miles from Calgary with good roads and trucking 

a farmer can pick up his products if he likes, as 

Mr. Plotkins suggests. But when you get up in the Peace 
River country or Grande Prairie or St. raul, if there was 
mot adequate storage in that community, these farmers 
might have to go 50,6C or 70 miles for their products, 


when there was a breakdown in supplies. I sugeest that 


we cannot think in terms of accessibility within 5C miles 
of Calgary, when we are discussing Alberta as a whole. 
the 


Mr. Halverson, surely you must know that even in 


Peace River, in the remotest districts that you sell 


your products,that you have truck competition’ 
Sporadic, and very sporadic. If I were a farmer and 
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if I were in the Peace River country with a fine crop, 
as I hope they will get this year, and had to depend 

on my fuel supplies this Fall on truckers from Calgary, 
I would not be very happy about it. 

THE CHATRMAN : iP i mieh task -you 

to pause, Mr. Plotkins. Mr. Halverson, you said 
something about there being too great a duplication 

of wholesale licenses. Now, if we should come to the 
conclusion that that statement was well-founded, it 
perhaps would be our duty to make recommendations 

to that effect. The same would ap zly to many other 
things that in the practical experience of carrying out 
the business you find in connection with legislation 
or regulations? 


Yes. 


We have sugsested to Mr. Plotkins that he take time 
and carefully consider what changes he thinks should 
be made in either regulations or statutory enactments, 
which would help this oil industry and indirectly the 
people of Alberta’ 


Yes. 
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Now, I was just wondering when you made that suggestion 
here, which is one that should he examined into, and I 
would think it is important cne way or the other to 
determine that, -the same might apply to many other things 
in the way of legislation or regulation,-if it would not 
be an advantage both to your company as one seriously 
engaged in the business as well as to this Commission if 
you prepared a similar resume of those things that you 


think are wrong? 


* 


Things that you think should be remedied, whether they arise 


through Statutory enactment or regulation mattérs not. 

You might go further and say in what respect you think 
there should be legislation where there is none at all 

Or regulation where there is none at all? 

Yes. 

such submission, I think, might be of great value once it 
is traversed and examined by all others who are interested, 
courses Jus, as Mre -lotkins,will be? 

Yes. 

He is putting in some such submission and it might be it 
would occur to your company that some of his submissions 
were quite wrong and equally he might think that yours 
would be, if you agree to put such submissions before us. 
But we are anxious to see that by way of recommendation 

at least that it will help. Now, it is conceivable that 

a Government acting as it thinks in the wisest possible 
way will go wrong through lack of practical experience 

and knowledge of the industry. If the companies concerned 
will not tell them wherein they are wrong they are apt to 


remain wrong. How does it appeal to you as a responsible 
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director in your company what I am suggesting to you now, 
to give us a resume of all those things that you think 
are working out badly, I mean Statutory regulations or 
whatever they may be. All of those things that you 
think are evils, using that in the sense of being an 
inconvenience or anything else you like, that should be 
dealt with by Statute or by regulation and are not. Do 
you think it feasible; practical and helpful to de that? 


I would like to make a few comments on that. 


Yes? 


MR. NOLAN: The Chairman does not mean you to 
ao Popo wlin the box. 


No, but I wold like to make a few comments now. 


“TIE CHAIRMAN: Yes? 


We have given the question of regulations quite a-bit of 
consideration over a period of years. tn principle, we 
seem tobe favourable to it. It seems like a good idéa’ to, 
by regulation, eliminate certain practices that were 
unnecessary. But there is a few yard-sticks thet may be 
applied based on whatever experience I have had, and I 
think any regulation should live up to these yard-sticks. 
1, it should accomplish some substantial economy or some 
substantial accomolishment and not be a major disturbance 
in order to accomplish a minor result. Ye have known 
things like that to happen. Secondly, it should be 
workable in practice and thirdly it should not discriminate 
against either the large or small, or the small or large. 
It should not discriminate. In the fourth place, which 
LeeOor Ey ic metdapohtencs: it should be enforceable. And 


that is where we hesitate. There is such a marked difference 
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between the spirit and the letter. Regulations would be 

an easy thing to put into effect if everyone would observe 
the spirit but unfortunately many people think in terms 

of the letter and it becomes kind of an intriguing game 

to see how the letter can be avoided. And that calls 

for one amendment after another until the thing becomes 

so complicated it is not workable. It simply means that 
the company that lives up to it in spirit loses its 
position whereas the company that does not, and I do not 
gay they are illegal but they are enamored with the idea 
of how they can get around the letter. ‘it can be done in 
so many ways that the company that lives up to it in spirit 
is Simply 10Sing postiion. Wor instance, if you say there 
mist not be 4 Special price, they make a commission arrange- 
ment or some tother arrangement to get around it and they 
go on and on adding amendments. You say you cannot loan 
equipment. Some companies lease the premises and put on 
the equipment. You Say’ "Well ;:you cannot lease these 
premises", then he sells those premises and puts the 
equipment on. invorincwpie it would be a splendid thing 
to eliminate these unnecessary things which go along with 
the competitive system. Yet unless they can be so simple 
that they can be enforced and are enforced the company 
that lives up to them is bound to lose position. 

Please do not misunderstand me, I am not suggesting that 
you make suggestions leading to further regulations or 
Statutory enactments Gal ese you think it will serve a good 
puroose and can be carried out. It may be that your 
Cousidered submission would be that a lot of the Statutory 


enactments and regulations should be wiped out entirely. 
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What I am seeking is to be able to recommend something 
that will help, not retard, the oil industry, and 
inuirectly the public in this Province. Or directly, as 
the case may be, whatever it is. It may be that we would 
recommend that legislation be eliminated, be repealed. 

The Same applies to-regulations. BO Ger ull) wey heawe se 
Governmental function and it is for the Government to reject 
and ignore any recommendations we make, but we would like 
to make intelligent ones. 

We would like to be helpful if we can. 

f think) you ars Urying to be and I put it to you to put 
POrWera Someiwning Sinitiar to what Mr. -Lotkins is going 

to put before us, susgestions for our consideration and 

if thought wise our recommendation to His Honour, through 
whom they will doubtless reach the Government of the day. 
Yell, if I had more confidence in the enforcement of them 
and I do not mean that the Government would not attempt 

to enforce them, but it is difficult and to recommend 
regulations which we feel are going to discriminate against 
us, because we feel if a regulation is put on the books 

and we are told it is to be enforced we should live up to 
it in spirit, and to recommend regulations knowing full 


well that if it is not enforced we are going to lose 


position, we are going to lose freedom of action, it mékes 


us hesitate, your Lordship. 
I understand. Now, then, why not point out to a body, such 
as our own, wherein regulations lived up to in spirit by 


you are not lived up to in spirit by others and that they 
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A. E.Halverson. 
lend themselves, therefore, to the creation of an unfair 
position as between competitors. Why not tell us about 
those wherein they lend themselves to that and see if we 
Gan do something about it, merely by recommendation? 

A I was more referring to our experience in other Provinces 
and not Alberta. 

Q You might have other information such as I am talking 
about. if one refinery is going to present such a 
Submiss ion----- 

A We would be glad---there are two angles. I know the time 
is up,but one thought we had in mind, and I am sure my 
associates will go along with me, would be when the Royal 
Commission turns in its report and reveals its conclusions 
as to anyabuses or any extravagances or practices they do 
not consider desirable at that time - to begin with we 
have no pré-conceived ideas. we are doing the best we may 
but there may be better ways - at that time we would be 
quite prepared, and I am speaking for the marketing depart- 
ment, to sit down with the responsible officials of the 
Government and discuss matters in the light of your report. 

Q You see, there will be many things to go along in that 
report. If a great corporation such as yours conceives the 
Commission is functioning honestly, and we hope efficiently, 
and without eae try ee in favour of or against anyone, this 
is the time to tell the story because it may be that it 
can be sifted by us who have the leisure. In fact, that 
is why this Board was set up, I would expect. 

A Weil, I will give it my consideration during the noon hour, 
your Lordship. 


(At this stage the Hearing was adjourned until 2:15 P. M.) 
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THE CHAIRMAN: hin. orae, there ys just 
this further consideration which occurred to me during 
the noon hour and apropos of what mr. Halverson said 

just before adjournment time, about the possibility of 
meeting with members of the Government or members of the 
Departments of the Government at any rate, with a view 

to mei te Suggestions that might advance the industry. 

I was just wondering if you had taken into consideration 
that there might be, first of all, a suggestion that we 
have had thrown out in the course of this Inquiry already, 
that such people were working in collaboration with a 
particular company that was suspicious in character and 
that sort of thing, which I need not enlarge upon for you 
to appreciate. 

Re NOLAN: I know what you mean. 

THE CHAIRMAN: And (2) as to whether or 
not it could have the same value, if any, put out in the 
open for the oritical examination of all other refineries, 
all other producers, anybody interested. I am thinking 
now of acoomplishing something helpful. 

MRe NOLAN: I know. 

THE CHATRLIAN ; The wisdom of publics scrut= 
-iny is that the person deciding about it also has some 


critioism of it that therefore might be constructive 


criticism. 
MR * NOLAN r4 Ye Se 
THE CHAIRMAN: The criticisms that your 


people might readily accept when they examined them also 
and equally have your peoplo examine anybody else's. 


WR. NOLAN: Yes. 
THE CHATRiiAN: And then they have weighed 


ar 


ares 


boise. 
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any value, without the suggestion of following the pro- 
cedure which is talked about, if the result of our ef- 
fort is not satisfactory. 

MR. NOLAN: Yes, I think there is 

great merit in that observation if I may say 80 and daur- 
ing the noon adjournment I had the opportunity of discus-~ 
Sing with bir. Halverson the matter which was under dis- 
cupsion just before we arose end he is of the opinion that 
the suggestion is a valuable one, that there should be 
something put before the Commission, if in our opinion, 
after consideration, there is something of value to put 


before the Commission. 


THE CHAIRMAN: Quite s80. 
Mk. NOLAN: He paid to me quite frankly 


and he would say so now, that it is not something that he 
San talk about at the moment and I assured him that that 
was not the Commission's intention at all, that he was to 
gO away and reflect upon those matters, to take the rog~ 
ulations and Statutory Bnactments and apply his mind to 


their practical working out in the business, as he sees 


22% > 
THE CHAIRMAN: Quite so. 
WRe NOLAN: And if he has a suggestion to 


make and after consideration we think there should be sug- 
gestions made, I am quite agreeable that it should be done 
here right before this Commission because after all-s-- 
THE CHAIRiAN: With great respect I think 
this is the place. Anywhere else it looks like something 
done behind closed qoubs 

MR. NOLAN; Not only that but any recom- 


mendation which we might make would certainly not have 
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anything like the value that a recommendation of this 
Commission would have and it may be that the Commission 
would recommend what might be suggested by the industry 

to the Commission, maybe they will. not, dut that is for 
the Commission to decide. 

THE CHALIWAN: quite. 

MRe NOLAN: But there could be no pos~ 
Bible harm and if we think we can be of assistance in 
making helpful suggestions we would like to make then to 
the body that will help out in making those suggestions 
become a practical reality. 

THE CHATGiAN: | Yes, and a second thing that 
X think is of importance, supposing Mir. Plotkins comes in, 
as he proposes to do, with certain recommendations which 
he has taken time to consider and they would be his con- 
sidered opinion about those things, all right. Let us say 
that we think that great weight is to be given to some 
recommendation which he makes. Now if that recommendation 
is first examined, as it will be by all other persons in- 
terested, and they give careful examination of it, we would 
feel solia then in any view which we finally arrived at. 

wR» NOLAN: I understand. 

THs CHATIUAN: whereas without that examine 
ation we might think "Well now there may be something about 
this that we do not understand". 

MRe NOLAN: Yes. 

THE CHAIRMAN: Wwe being not purposely led 
astray, I do not mean to imply that, but we may be led to a 
conclusion which we would never arrive at if it were crit- 
ically examined by other people who knew the industry. 


MR. NOLAN: That is quite right, and there 
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A.B-Halverson ieee 
is the suggestion too that a given regulation works dif- 
ferently on different types of businesses carried on in . 
the sane industry. 
THE CHATRuAN: quite so. 
iuRe NOLAN: And this is the place to dis- 
cuss that. 
THs CHATRWAN: Yes. 
Re NOLAL: And I say, sir, we intend to 
give it our careful consideration but not at the moment, 
with your permission. 
TH CHALTLAAN : Oh OL COUrsS HOG iG just 
strikes me, as this Inquiry has gone along, it has struck 
me that perhaps in the matter of regulation and perhaps too 
in the matter of Statutory snactment, that the best in- 
tentioned government can so easily go astray through lack 
of knowledge of the industry itself in its pravtical work- 
ing out, and much more so might we, who after all cannot 
call in our own experts except insofar as they are ap- 
pointed to us, that is the accountant that we have--~-- 
bike NOLAN: Yes. 
THE CHATRMAN: And it does not help a 
great deal with respect to the matter of refining or some- 
thing of that kind. 
MR. NOLAN: No,I understand. 
THE CHATRiAN: , So I leave the suggestion 
with everyone who hears me for what it may be worth but 
Only in the hope that out of it all we might serve to make 


recomuendations which are helpful and not harmful. 


liRe NOLAN: Yes, I understand. 


ALFRED &. HALVERSON, having 


been recalled, examined by Mr. Plotkins: 
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WITNESS: Before iir.e Plotkins be- 
gins, Mr. Nolan hes expressed our viewpoints but there 

is one thing which I think should be drawn to your at~ 
tention, Your Lordship, for fear you may have misunder- 
stood me, which I do not think you did----- 

MRe PLOTKINS: “would you speak up a little 
louder, please, so that I night hear you? 

A There is one thing that I would like to call to his Lord- 
ship's attention at the present moment for fear I may 
have been misunderstood and that is we fully share his 
views that this is the proper place to bring any problems 
that pertain to the oil industry. Sometime ago we were 
asked by Government Officials at the instigation I believe 
of certain other companies who desired it, for us to nake 
recommendations at that time regarding regulations. After 
careful consideration and at the expense of being misun- 
dexstood, we took the stand that as the Royal Commission 
was sitting that was the proper place to get all the 
facts regarding the entire oil industry and when the Royal 
Commission have turned in its report, if at that time the 
Government wished to discuss matters with us we were will- 
ing to do so and that is what led to my remarks just before 
the luncheon hour. 

THE CHAIRMAN: Yes, I quite understood, all 
right, Mr. Plotkins. 

Q MRe PLOTKINS: To follow up this matter of 
regulation, just a few questions, does not the excessive 
amount of rogulation, tire Halverson, tend to paralyse and 
gradually eliminate a lot of small firms and even compot- 
ition? 


A Well as we said before lunch we feel that any regulation 
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should not discriminate against anyonee It should take 
into consideration various interests, divergent interests, 
to be fair to all parties concerned. 

Q Now the regulations, according to your experience, are not 
so harmful as the red tape in connection with the regul- 
ations, is that not correct? 

MR.s FRAWLEY: what does that mean? 

Q MR. PLOTKINS: Let us take the effect of 
the corresponaence and the education of public officials 
in regard to what we are doing in the light of what they 
want us to do and the forms which we have to fill in and 
the time we have to spend and the staff we have to keep to 
devote to it, to comply with their requests, that is what 
I mean by red tape? 

A No doubt the regulations call for a great deal of work at 
tines but if it is in the public interest we do not 
object to that, providing they are workable and can be 
enforced. 

Q But the smaller units of the industry are less able to carry 
that burden seaeriebine larger units? 

A Well I would not be able to say as to that. 

Q, I beg your pardon? 

A I would not be able to say as to that. 


Now I want to go back to this matter of competitive dis- 


> 


counts, allowances, competitive allowances, ir. Halverson, 
and see the effect of them on the industry as a whole; the 
Imperial instituted the competitive allowances and your 
company decided that conditions warranted them in making 
certain competitive allowances in certain districts? 

A Yes. 

Q That is right.» Now that applie@ only to your particular 
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condition, that is to your agents, it did not apply to 
anyone else? 

A Well IL am not in a position to speak for the competitors 
but we dealt with matters as we saw them. 

Q Yes, and it resulted then in the Calgary territory in a 
net price of 10% cents to your agents for Acto gasoline, 
that is 14 cents official tank waggon, 2 cents agency 
commission and 1g cents competitive discount, that is 
10% cents? 

A Yea. 

Q But it only applied to agents coming in, I mean your agents 


coming into Calgary and securing their Acto gasoline? 


A YeBo 

Q No one else could get that price, that is right? 

A Yes. 

Q Now let us see how it works out with the other companies 


end your intention in doing this was to only have that 
competitive discount apply in a selected territory, is 
that right? 

A AS I covered before it applied in the territory where 
competitive conditions made it necessary. 

q That is right, but it had a definite limit, that territory 
was delinited? 

A It appears to have been at the present time. 

@ Wow when a dealer or an agent, we will take the Bell for 
instance, the Bell Kefining Company, when one of their 
agents came in, their agents are not on the same basis 
as the Imperial agents, in other words they sell outright, 
do you know that? 

4 I am not familiar with their practices. 


Q Well do you know the circunstances in connection with the 
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Canadian Oil Company? 

A I cannot state with authority and I prefer not to say. 
I would be glad to answer any questions about our method 
of doing business. 


Does the tiaple Leaf for instance, which you are familiar 


xD 


with, do they have the same system, I mean did they deliver 
to the territory, to which they would give their agents 


@ competitive discount? 


a I understand some of their agents draw from Calgary, just 
a few. 

Q Yes? 

i But ire Wallace, the General sanager of the Maple Leaf, 


Can give you full particulars. 

Q Well iir. Halverson, what I am getting at, a man in jlet- 
askiwin, a dealer, coming into Calgary to the Bell Refine 
ing Company and my information is also to the Maple Leaf 
Company, would be, if he is one of their dealers, would 
be treated the same as any other dealer coming into Calgary 
and he would receive or he would pay for Acto gasolino or 


its equivalent grade 1035 cents. 


MRe FRAWLEY: Made up how, lire Plotkins 
please? 

MRe PLOTEINS: Beg pardon? 

MR.» FRAWLEY: Made 8p how? 

MRe PLOTKINS: 14 cents less & cents agency 


comission, less 14 cents competitive allowance. 

A Did you say "dealer" or are you speaking of agents now. 

Q Well the Bell, the Canadian Oils, in fact all of us smaller 
companies? 

A I mean the hiaple Leaf. 

Q I cannot say definitely whether they classify "dealer" the 
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Bame as we do? 

The isaple Leaf policy is the same as our own and if a 
dealer for Acto cosies in he gets the discount. 

Let us say an agent? 

An agent, it is an inter-stution transfer and he gets his 
regular commission. It is merely moving it by truck in- 
stead of by rail and there is no other difference. 

The iiaple Leaf have combination agent-dealere? 

They have undoubtedly agents who are also dealers. 

That is right? 

Yes. 

Now we will take if tho iiaple Leaf had a dealersagent at 
Wetaskiwin, which is outside of the territory that you 

now apply those competitive allowances to, so far as the 
Imperial Oil is concerned, that is right? 

That is correct. 

Now if he came into Calgary and went to the ijaple Leaf 
warehouse and bought whatever he needed of the corresponding 
grade of gasolinc, corresponding to Imperial Acto, he would 
pay 10% cents a gallon for that produot plus tax? 

I do not think that is correct. 

Why? 

If an agent came in from wetaskiwin, a maple Seaf agent, 
came into Calgary, it would be an intcrestition transfer 

to him and he would get it at 10% cents. He would sell it 
at the price at Wetaskiwin less his 2 cents Commission. 

I see, you mean the Maple Leaf would not treat him the same 
as they would treat another agent in this particular ter- 
ritory? 

The y treat all their agents the same and as I have mentioned 


so many times, they inter-station a product to him and he 
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sells at the price at destination and he gets his com- 
mission of 2 cents per gallon. You are confusing an 
egent with a dealer and so far as the dealer is con- 
cerned, whether it is i:aple Leaf or Imperial, the max- 
imum he can get at Calgary is 1 cent,abB an undivided 
dealer. 

Q You see the trouble, Mr. Halverson, is again the dispute 
as to the definition of a dealer or agent but we will 
forget about the Maple Seaf and we will take the Bell. 

I quite realize you are not familiar with their operations 
but we will assume for the purposes of finding out how 
your competitive discount actually works as against how you 
intended it to work, the Wetaskiwin dealer-agent coming 
intc the Bell Refining Company, next door to our refinery, 
or coming into us for that matter, well not to us because 
we Gannot afford to give that price, so we will stay with 
the Bell, coming into the Bell Refining Company. would 
secure his third-grade gasoline at 10% cents. Now iir. 
Halverson if that, if we assume that that is so for the 
moment, let us see how it works out at wWetaskiwin, the 
spread, the differential between Galgary and wetaskiwin 
based on freight rates, which is what you have established 
as the differential? 

A YOse 
Is 2.8, Wetaskiwin is 140 miles from Calgary, is it not? 

A I am not sure of the distance. 

And to truck it at the going rate would be 2.25 instead of 
2-8 but for the pur po ses of this examination we will take 

2e8, which is the official Imperial tank waggorn differen- 

tial between Calgary and Wetaskiwin, so that this agent, 


thia Bell purchaser, would lay down his third-grade gasoline 
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at flokduiotwan for 10.5 plus o«8, that would be 13.3, 
against the official Tinp exd al tank waggoh of 16.8. 
Now do you see tho effect on your company's business 
of what you have done, and I would like your comments 
on it? 

A Well we are quite aware of competition. We make it our 
business to be aware of it but at the same t lme we are 
not responsible for any prises. thathino bad muy make. 
What we do is, as Ihave said so many times sinee I have 
been on the stand here, we endeavour to keep our system 
of distribution alive. 

Yes? 

Because we think it is needed. It serves a public need and 
we have to mest competition within reason and that is why 
we put these allowances into effect in the Calgary area. 

Q Now when the Wetaskiwin agent is in possession of gasoline 
at a luid down cost of 13.3, which leaves him a margin-~--- 
WAJOR LIPSETT: How do you :iake it 13.3, 

Mr. Plotkins? 

MR. PLOTKINS: 10$¢ is what he pays the 
company here. ie will take the normal differential as his 
cost of delivery, 2.8 to Wetaskiwin, that makes the total 
laid down cost to the agent of 13.4 at wWetaskiwin. 

MR. FRAWLEY: Where do you get the 2.8? 
hike PLOTEINS: 2-8 is the differential 
between Calgary and Wetaskiwin representing tl cost of 
the transportation of a gallon of gasoline to Wetaskiwin. 
MR. FRAWLEY? By reigning ey roil, Ln 
tank cars. 


MR. PLOTKINS: Yes. 
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MR. FRAWLEY: | But he moves it in trucks. 
WR. PLOZKINS: He can move it cheaper in 
trucks, but we are disregarding it being cheaper by 

truck. 

Of course, you axe assuming in that assertion that the 

man when he gets the product at i/etaskiwin, he wholesales 
for nothing. we give our agents 2¢g a gallon commission 
You are making the comparison on the basis that the man 
who delivers the product at Wetaskiwin, does so at cost. 
No, I have not come to that. I am coming now to the point 
Where I say it costs him 13.3 to lay it down in Wetaskiwin? 
Yes. 

Now, if he wants to work on his going margin as your agent, 
he will add 2¢ to that coat? 

That is right. 

Is that not right? 

That is right. 

That will make 15.3. Now 15.3 against the official 16.8 
published local tank wagons, gives him 13¢, leaves him li¢, 
what does he do with that 13¢, and I would like your 
experience, Mr. Halverson? 

4ell, I presune that he passcs part of it on to get some 


business. 


Phat is right, so we find that by your system of 


competitive allowances, while your intention was to limit 
it to certain competitive areas, we find that these condi- 
tions which are actually developed has cxtendcd that 


competition all over the province on the basis of tie 


Calgary area? 


Your statement is most incorrect in its essentials. 


Yes? 
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A And that is that the price of 10% or 11 at Calgary 
is in any way due to these allawances. That price, 
the allowance was put in to meet that price, an@& we. 
might as well get things straight, tmt the price of 
103 or 11 to which you refer is the reason the allowance 
was put in, and that is not therefore the cause of the 
allowance. 

Q Well, in the case of the Boll Refining Company, 
hire. Halverson, it is directly ogontrollcd by the British 
American, and they have been at all times selling on 
the official Imperial tank wagon, ene ere still doing it 
today, so why wou-d that not be correct insofar as the 
bell kefining is concerned? 

A I cannot speak for the Bell. 

Then there is a basis for what I have said? 

A I am merely stating, and I will re-state Lbs, that the 
price to which you are referring of 10s¢ or lig precedcd 
the allowance and made the allowance necessary, and that 
the condition to which you refer would be in existence 
today if there were no allowances provided the loc al 
conpanios here, such as yours, wanted to sell at 10 
ana Say llg ,which is your privilege, and I do want to 
gO on record that the allowances were not caused, ae 
the condition af which you speak, would prevail today, 
providing there were no allowances, because if a man cam 
buy at Calgary at 105¢ her cadion: as you Sugeest, he would 
be taking it up to Wetaskiwin and along the lines you 
suggest, even if there were no allowances in this 
territory. You are confusing the issue there. 

Q well I assure you, not deliberately? 


I am sure of that, too. 
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Q But what I would like to ask you is, have you any 
evidence to submit that will substantiate your 
statement that this price of 103¢, or anywhere 
near it, was in existenco for the equivalent grade 
of gasoline, that caused you to put your prices or 
give these competitive allowances? 

A Yes, we. will gladly do that. 

Q I would like to have them submitted to the Commission? 

A And if it is in order to auggest it, we naturally only 
pick up a few invoices, we have been quite willing to 
give the facts regarding our own prices, and I would 
imagine a much better way to get the facts regarding 
the prices last autumn and today is from the supplying 
companies themselves. 

THi CHATRiAN: Theat seems reasonable, does 
it not, :ire Plotkins? 

A ve have given our prices and instead of asking me to pre- 
sune to be able to tell them your prices---- 

TH CHATRUAQ: IE think so. 

WITNESS; It would be better to ask 
these other companies. 

TH CHATHMAN: There would be no difficulty 
about getting that. 

MR. FRAWLBY: No, I do not know to what ex- 
tent I am expected to run these things down but I will be 
very glad to do it if I had the names of the companies and 
the approximate dates. I would get the evidence. 

WR. PLOTKINS: It would be quite reasonable 
to accept that and I an inclined to accept it but I want to 
point out how again that the principle , if the Imperial 


Oil in its best judgment, arrives at the conclusion that 
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conditions exist in this part of the territory thet 
warrants them to, for the purposes of protecting their 
Own business, to put into effect any price or any allow- 
ance, it must bo based on some AOAret e evidence in 
their possession of prices or products moving into that 
market in sufficient quantity to justify their action, so 
there again it is a question of saying to iir. Halvorson> 
"well now why did you do this, show us"? 
A Well dealing with the present time and if it is necessary 
I will do it, here is a price quotation by the Lion Oils 
Limited, April lOth, (1) effective Wednesday, April 12th, 


we will be supplying you with a new Product known as ‘ 


ie 
Straight Run Gasoline. The listed price less Tax, ¥.0.B. 


Calgary is 113 cents; F.O.B. Ked Deer 13% cents. Agent's 
discount on this product will be the same as on other 
products, namely a cent and a half per gallon, with quan- 
tity discount 'I do not know what that is,' to apply." 

Now take 114 cents and 1% cents off, that is 10 cents. Our 
price is 14 on Acto less a cent and a half allowance which 
is 124 less a cent to the dealer which is 11s. Now this is 
10, so I cannot see by any stretch of the imagination thet 
our allowance made that price of 10 cents ® actual 
necessity. 

Q Well Mr. Halverson, you are a marketing man and I am sure 
you are not trying or not wanting to make that statement 
without qualifying it by an examination of our products 
and prices and comparing them as to quality and speoifi- 
cations before you make, before you conclude your atateme nt? 

A Well we pick up samplesof competitive products from time to 
time and test them and elthough I do not have all those 


specifications here I can get them. 
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Yes, but Mr. Halverson, this product that you have just now 


mentioned, was put on the market as a new product as is 
evidenced by the letter, to meet a condition that your 
company had created, not to, and was not the cause of your 


cut because your cut was in September last end when is 


that letter dated? 


Thisiis; Aprile LOth. 

Of this year? 

Of this year. 

Yes, and I would like to ask you, iir. Halverson, if it is 
not a fact that for 7 months I approached your company's 
manager at Edmonton and endeavoured by every meuns leg- 
itimate to have them, to have your company, reconsider 
their position as I felt that the situation was such that 


you were not warranted in making or in putting into cffect 


competitive discounts and until that Gate and even today our 


Straight Eun Gasoline, that is our third structure gasoline, 
is 18 cents with 13 cents commission, which means lly 
cents, or a tank waggon of 13 cents against your price of 


10% now would that be carrect? 


Well I am not aware that you approached our company about 


prices and I might say here publicly that if you did ap- 
proach our company about prices we are not in a position to 
discuss prices with you. We are willing to listen to you 
and treat you with courtesy as we do any other competitor, 
you are entitled to that but we are not ina position to 
discuss prices with you and so far as your conversations 
with Wr. Stevens are concerned I have no knowledge of them. 
Now cofiing back to these,f have a few cut prices here of 
August 3lst, at the time we put in this allowance. Red Deer, 


that is under our price, Hydro-Pete 2.7 per gallon, that is 
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on third grade gasoline. 
Q S.op right there again, is that an equivalent CREME 
product with your acto Gasoline? 
A Well at the time we got the i oees tone: we do not 
Shadow-box. We would not reduce our prics on &cto 
Gasoline to meet a fuel oil for instance. ie have to 
satisfy ourselves first of all thet it 1s reasonably 


competitivee Now 1f I may rinish this. 


(Go to number 9595) 
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Now if I may finish thiss WUion O11 Company ....% 


BY 


MR. FRAWLEY: What is that price at 

Red Deer, 2.77 

A ee? under Actos. Lion Oils Limited 2.7 under Acto. 
Edmonton, Bion Oils Limited 2.5 under Acto. Galgary, 
Lion Oils Limited 2 cents under Acto. Richfield, 
Becker, 2% cents under Acto. Cuten Brothers 24 cents 
under Acto. Munroe Refinery 24 cents under acto. 
And the same was true of distillates. So that at that 
time when prices ranged from 2 cents to 25 cents below 
ours, we made an allowance of lg per gallon, which still 
gave the local oil companies and edge which we think they 
are entitled to. Whether or not we imagined thts, I 
think the sales figures will speak for themselves. 
Twelve months last year our sales of standard brands of 
gasoline, that is Esso, Three Star and Premier, in Alberta 
were up 50%. During e similar period our sales of tractor 
gasolines., or Acto gasoline and distillates were down 3%, 
In spite of increased consumption in this province of 
petroleum products our sales of farm products, that is 
Acto and distillates were down 3%. And I may take the 
picture this year. To the end of May our sales of isso, 
Three Star and Premier, which are our standard gasoline 
grades, are up 17% and our sales of farm products, that 
is Acto and tractor distillate to date are down 2/. So 
that I think it is guite obvious that we were not imagin- 
ing thet there was a certain competition that did not 
exist. 

Q Mr. Halverson, I do not know about other companies but 


you have mentioned there in your written information that 
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our company was selling 2 cents tslow your tank figure. 
MR. FRAWLEY: ae 

MR. PLOTKINS: No, he seid 2 cents. 

I have just made the statement based on our information. 

Q Is it not 2 cents? 

I said the best way to get the facts is for you to give 
your pBices on the stand. 

Q I think there is a confusion because we never have at 
any time sola 2 cents below your prices. ive are not 
that foolish as to give away our products. But here is 
what I want to ask you. Is there not again the reason 
you say 42 cents because you refuse to recognize our 
dealers as agents? That is the truth of the situation 
as I see it? 

4S No, I disagree with you. A trucker for instance, any 
trucker that comes in as far as we are e@oncerned pays 
the posted market price. ‘ve feel the dealer is entitled 
to be protected by 1 cent. <Any trucker that comes in | 
gets the dealer's price or the agent's price. The farmer 
who just takes a notion to go into the trucking business 
is at once considered an agent and therefore he gets the 
agent's price. 

0 Mr. Halverson, we are going to submit proper evidence to 
show that wnat you say is not true. 

THE CHAIRMAN: SLL Unt LE VOU GO) = 


PLOTKINS: For the moment assume that 


£9 
= 
a) 


our agents are legitimate cgents in our eyes at least on 
the basis of what -- 
THE CHAIRMAN: There is no need for you to 


put anything so offensively. I suppose what you do mean 
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in fact is that Mr. Halverson's inforzation is not 
correct, he is misinformed. That is all you need to 


say I suppose. 


MR. PLOTKINS: Yes, except -- 
THE CHAIRMAN: You are not saying that 


liv. Halverscn is saying something that is untrue 
under oath, knowingly? 

MR. PLOTKINS: Noe 

THE CHAIRMAN: You are not saying he is 
& perjuyver. Be careful how you put things because 
you need not be offensive, especially when you do not 
Wish to be. 

Q Mk. PLOTKINS: The facts are then that if 
we give e trucker 2 cents lower than the tank wagon 
price, when the trucker has no warehouse and no tanks 
ina particular town and the invoice comes into your 
hands you will then conclude that our price is < cents 


lower than yours, is that correct? 


A If he is just a trucker? 

Q Just a trucker. 

A With a truck. 

Q Yes? 

A I would say so, definitely,- yes. 

Gi That is right. So that what you have now said to us is 
that you do not agree or you do not recognize our particular 
type of agent. That is what it amounts to? 
I merely stated we have to meet competition. 

Q Is that competition? T mean =-- 


3 farmer in the guise of an agent, I do not care whether it 


is bona fide or not in your opinion but it is a straight 
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sale anyhow. “hen in the guise of an agency a straight 


Sale is made at @ cents below cur price it is 2 sents 
below our price. 

Does it or does it not make a difference if that trucker 
makes it his business to make a living by reselling these 
goods the same as your agent does? 

But in so many cases the farmer simply buys for his 
individual requircments. Here are some invoices, 

they are of various kinds. You have a posted price 

of 15 cents with no officiel allowance except to agents. 
Except to dealers, not agents? 

To dealers. LT am not presuming to criticize on the 
stand the operesions of a competitor but I really have 

to bring this out. Here isione here to ir. Carmody, 
invoice No. 12819, of May Oth. LE With be: glad ite 

give you all these invoices because I never want to 

see them egain. Here is: 5 barrels of Lion “hite Gasoline 
at 14 cents and then down below it says, "Less 5.57," 
which is a cent and a half. This man is a farmer. That 
De vanGentttatiore hale ort TO ime, Not of fietal lye.) 1a 

is just scribbled in on there. Here is another invoice 
to the same man. 

Will you let us have qa Look at that invoice and we may 
explain it to your i See 


I will be @lad>.to. Dwent.to carry on with vthe: next 


one which I cannot understand. I am sure there is some 

explanation. But the next time the purty pays 16% cents 
for Gold Car Gasoline, that is your standard grade and the 
man pays a tex of 1 eent per gallons There is no coupon 


attached. That may be a mistake. Probably is. But the 
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one before you show the coupon number. Mr. Frawley may 
want to take a look at that one. irobably there is a mis- 
understanding but it has me confused. 

“ith the coupons I can explain that very sim>oly. ‘we sell, 
99% of our sales are made towhat we call our registered 
dealers. “ie do not call them agents. The only reason 
we have introduced the word agent now is to more or less 
make a comprrison with your agent. Actually we have no 
such a thing as an agent. “hen a dealer comes in to 

buy goods for his farmer customers or for anybody, we 
usually, in fact almost invariably, to comply with the 
government regulations, ask the dealer to make the 
invoice, the purchase coupons diroct to the farmer so 

that he can hand the farmer the invoice and that invoice 
will show the Calgary price, not the delivered price, 

and the discount that he is entitled to as a dealer, 

as a registered dealer, is usually shown only on one of 
them, on our copy or on his copy, but not on the customers 
copy because it is not any concern of the customer what 
legitimate profit the dealer takes. Wow with regard to 
coupons we do invariably, end it is according to the law 
now, there is a new regulation about that, show ail the 
numbers of the coupons on one of these various invoices 
that we make out for that list of customers. In other 
words he might buy 10 barrels for 10 different customers. 
On ten different days?t 

No the same day. 

I believe these are different days. 

But they are not to the same party. ‘hen the transaction 


is finished, when the dealer hes filled all his drums and 
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the invoices are all made out to the proper party at 

the price that that dealer is paying ee: the price, 

on the last invoice or one of the ‘invoices, because 

it is only for office purposes ws do that, we show 

them the total discounts on all the purchases and 

we show also the registered number of the exemption 
coupons that he turns in in lieu of tax. 7 

THE CHAIRMAN: Now you have made a Long: 
Statement. There is some question based on that? 

MR. PLOTKINS: a Sal aes he a See en 
procedure? we 

I am not sufficiently familiar with the coupon system. 

It is my understanding when we sell a farmer we invaice 
him and on that invoice if we charge a 1 cent tax we * 
Show the number of the coupon. 

On thet particular invoice’? 

On that particular invoice. Is that right Mr. otevens? 
MR. STHVENS: That is correct. 

ins FLOTRING = Nov would you go further -- 
I would like to get those invoices back. 

Just @ minute, IT. am not. through with them. Oh a govern= 
ment exemption coupon there is e place provided to show 
the invoice number ane the delivery, covered the delivery 
of the goods covered by that exemption certificate. Is 
that not right Mr. Stevens? 

MR. STEVENS: I did not catch that. 

MR. PLOTKINS: There is a place in the 
exemption certificates where the office man has to fill 
in the date of the purcrease and sign the name of the 


individual having made the purchase and there is a 


sett 


f yes * wie te | i} : q ot pst t Ds PPC aes J ade ® 
' mt? ; wu 5 han tas ie & » a 
eA i : M . aT \ ( 
NG " 
i W yea tera Cl ys 
2 i i yi ae ya) 
‘ J ye al ~ a : 
i bai rr 4 te 
iy i f 
5 ls 
os o a zy . ve Pein we vf 
5 i i ee ‘ eo LP o 
, ss ay Ms as 4 . ahh at SB 
an 1 
fh , 
i 
1 
i, ie iN ae ‘ 
> pcan ge Lee ‘ 
i SUF ni) ay AR tS Se : & . i 
a SA Vy ‘ 5 My 
4 OS RES sae 2 
a 
pon 0 Ne bs Da mye! 
ee : = al S ie ae ew Sees 
e 
# 
. 
y ” x + & 
% 9% 7 a . = 
on es % ee a ee x pea t 5 rie dae 
© sais { $ 4 & | “ by, hod 
es . i. si ” . a “4, z 
he ‘ ; = eS atte ee te 
sesh n* te 5 hs ee) ee a } A sy 
sw eee 
7 i air ae oy ite kg cat ae 
; Sen Fe 
: { H 
Sele Pl “ Pr a ‘ee 
7 | oy a en le a te : Poy ae: ee Fw ty r mh 7 ¥ 
: i ey oe ew 4 
v r Fae oT has Cae i e 4 f 
a) red , : ets ras [ a beraat be) R MLSS, gh 7 
qi y +4 ! ry 1 . t ad in v 
, by ee a i 
“J [ Dy Thee as 
Geek he ye a mae ee bas Eee). 
Lye Ore RR oe Od oe te eS ae aks om 6 ee § \ 
5 r 
ay sity, eee Ie A » 
é oi¢ 4 er Ngee BS fe SI Ss a M , ; 
ners ge ne Pam sie fs ‘nga { A Coarse 


Betas 


TES 
7 


Ae 


Be 


= 9601 us 


Halverson 


place provided to show that the goods have been sold 

on Lion Oils invoice number so and so, so that cor 
relates cirectly the exemption coupon to the sale. 

MR. STEVENS: You may be correct. I do 
not handle the details of that. 

I have no desire to get into the guestion of gasoline 
taxes because I am no authority on that. 

MRR PLOTKINS: Coming back to this invoice 
Noe 12819, it shows a discount and you conclude because 
it shows that discount that this particular farmer 
received that discount, am I right? 

PIGUILS (Vers That is the way it looks to me. 

You will notice here it says, "Via =d Seigle". Wow 

Mr. Seigle is our authorized registered dealer and he is 
the man that has received that commission and not the 
farmer? 

It is distasteful for me to be discussing your prices 
because it is none of my business. On the other hand 
we can get any number of affidavits that farmers are 
getting special prices. I have talked to farmers and 
talked to the agents. But that is your business. ‘we 
can get all kinds of affidavits but at the same time, 


Your Lordship, I think it is his affair and not ours. 


THE CHAIRMAN: I quite understand. 
MR. PLOTKINS: However you are concerned. 


I think you are concernad. I do not want to dispute 
the fact you are concerncd with what we sell at even 
only to the extent of meeting the competition. Sol 
am not taking the same stand you are. 


The very fect that our Premium products, our quality 
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products went up around 30% and our other products went 
down 3% indicates something I believe. 

It does. And let us see if it could not happen for some 
other reasons but just what you imply, cut prices. Wow 

a number of years ago here, how much of the business did 
you have in this province, tie Imperial Cil? 

I cannot tell you. 

You had practically 100% of the business? 

I presume we did in 1923. 

As time went on competitors came into the field? 

Phat is right. 

And you did not maintain your position. You had to yield 
some of it to competitors? 

That is right. 

Is not that happening a great deal, with the Turner Valley 
situation you have a crop of new compe titors? 

Yes, but we do not like to yield too fast though. 

frue. But we are coming to why your volume has gone down 
in farm products. Now as the competitors increase you 
have had to make greater and greeter effort to Maintuin 
your position, is that not correct? | 

“ell, we are making the best effort we know how. 

That is naturale If there are more competitors you will 
have to work harder to maintain your position? 

“Ye are doing the best we know how. 

But it necessarily means that the competitors are giving 
away their goods, would that be necessarily the conclusion 
why you are losing beainesse 

I think perhaps what would summarize the discussion is 
what I said yesterday or the day pefore.e These allowances 


were put in to meet a price already in effect. The allow- 


rf 
~ 
- ese! 


o 


ist % 
=< 
= ne ; 
af 
ee 
~-4 z 
ay 
a) 
- 


TO - 9603 + 
9 


Ae &e Halverson 


ances in our opinion did not meet those prices but came 
appreciably near to it. Now if our information was wrong - 
and I do not believe it is wrong because every agent and 
every farmer we heve talked to confirms our impression - 
BUt If Gt is srong it is not our policy to put ih alloy 
ances anywhere to sell below the price of the competitor. 
Our policy in that case would be to make a general 
reduction but in no case will *e be a party to putting 
in a special allovance ina selected area at less than 
the price already established there by the competition. 
But I mean we can go on Giscussing this indefinitely. 
But I take the stand that is a condition we met and if 
we are wrong we will edmit we are wrong. The only way 
to prove that we are wrong is to get the facts from 
these various oil companies as to what they are selling 
at, “hat kind of discounts they have, how ™¥ch they are 
selling at the posted price and how much they are selling 
at a special price. we have given the informetion for 
our company and that is all I can doe 

A} I want to analyse the reasons “hy you say that you have 
lost business and you have lost it because of these 
conditions, and see how much we cen learn from it. Since 
Turner Valley came into the picture, hoy many new refining 


companies have sprung into existence? 


A I cennct tell you that. 

) “e have the Gas & Oil Products? 

4 They have been here for some time. 

q But as a refinery, a refining factor. They have been here 


for some time manufacturing essins hesd but it is only in 


the last fer years or two and a half years that they have 
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started crude oil refining operations, is that not a fact? 
I do not know just when they started refining. 

They could not have started until crude was found at 
Turner Valley? 

That is right. 

Do you know what refining volume they put through their 
refinery is today? 

NOe 

Yesterday I was informed they averaged this year 1400 
barrels of crude and are selling all products. Wow 
assuming for the moment that information is correct and 
then we have the Becker Refining Company. That is also 

a company that has sprung up and is refining Turner 

Valley crude. That is right? 

Yes. 

Your company, that is the Royalite Company or the Imperial 
is selling them crude and they also refine and as I under- 
stand average 400 barrels a day. There is 1800 barrels 

a Gay which is quite an appreciable percentage of the 
total requirements of the province. Now would it be 
reasonable for your company to expect that in the light 

of even these two companies, and forgetting about the rest 
for the moment, that you would maintain your volume irrespect- 
ive of price considerations? 

Vell, the service we give and the quality of our products, 
we can reasonably expect to maintain a fair share of the 
market. I do know this if it is necessary we could gct 
@11 kinds of affidavits, but it would take a little tim. 
But farmer after farmer throughout the country gocs te our 


agents and says, "I am getting a special price and the 
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minute that you want to meet that special price I will 
come back to youe You have taken care of me in good 
days and bad days. You have delivered to me at night. 
You have delivered to me on Sundays, which I presume 

you should not do.” He says, "You have given me a 
little accommodation at times and the minute you axe 
Willing to get somewhere near this price, we will come 
back to you." Now that is conclusive beyond any doubt 
that the factor is a matter of price and what we want 

to do is get within a reasonable distance of that price. 
Does that apply to the Texas Company for instance? 

I cannot speak for the Texas Companye 

You know that the Texas Company does not give away goods. 
They are selling on the Imperial tank wagon, is that not 
correct? 

I am merely stating our policy. 

But listen, let us get down to concrete facts? 

That is what I would like to. 

The Texas Company sells their products 100% on the posted 
tank wagon price. ould you dispute that? 

Vell, I vould not want to assume that, no Sir. 

It is not current amongst major companies to sell at 

the posted price? 

I have no way of knowing what other companies are doing, 
except what I suspect, and I do not care to go into that 
kind of evidence. 

You may suspect in isolated cases they do not? 

I would sey generally the Texas Compuny sell at what 
they consider the market, 


Generally they do? 
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Yes, I would think so. 

so that in general that cumpany at least would not be 
the cause of taking away some of your market through 
cutting prices? 

I would not think they are a big factor in getting 
business at cut prices. 

00 that at least to the extent of their sales in this 
territory they have displaced somebody's market, haven't 
they? 

And incidentally the products they have to market are 
quality products, and that is the products on which we 
Showed a nice inerease last year. oOo your assumption 
there is inconsistent. 

Is your increase that you show in keeping with the volume 
average in the province, Mr. Halverson? 

“@ did not maintain our percentage of the available last 
year 

No? 

But we did on quality products, I believe ,but not on 

farm products. 

But even on guality products did you maintain your percent- 
age of the offerings? 

I feel quite sure we did. 

I am going to dispute that a little later one Now coming 
back to these prices.e Is it not a fact that your experience 
as s practical marketer that any company coming into this 
territory, especially what we call an independent company, 
in order to establish itself in the market will for some 
time offer concessions? 


It is quite possible that concessions are offered in lieu 


of service. 
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In order to get established? 

Usually in lieu of service. 

And that even applies to large companies as well ag small 
companies? 

“Yell, I cannot speak for that. I would rather -- 

You are a practical marketer. You have knowledge of 
these things. We will take for instance in British 
Columbia when the Shell Company entered that market 

they had to put into effect contracts that gave a 

bigger spreed to certain companies, certain biz dealers, 
you know that? 

So we understand. 

There is a large company. It is not a small local 
companye Did they continue that practice do you know? 
~@ll we sort of sometimes suspect that tney have. 

But you did bring them to time and finally there was 

some agreement? 

ve did not bring them to time and there was no agreement. 
At the present time have they continued to give wider 
spreads to dealers? 

Vell, I am quite familiar with the British Cohumbia 
markets but do I need to discuss that here. 

Only to show the principle? 

THE CHATRMAN: I am just wondering Mr. Flot~ 
kins, I am listening and not wishing to intervene with 
anything that will be helpful, but what are we gaining by 
pursuing this. There is competition. Through cross- 
examination you have endeavored to make the point that 
the method adopted by the Imperial leaves an opening 


for agents to. play with their commissions and get away 
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vith business. 

MR. PLOTKING: Yes. 

TH CHS IRMA Ts You are nov ensaged in the 
examination with a viet to showing that there is no 
justification so far as cut prices go for the Imperial 


to put down some of their products to the prices that 


they have. 
M2. PLOTKINS: Phat Le rignt. 
THE CHAIRMAN: Now if we pursued that indef- 


initely what more would you get than just the ansvers 
that you have got many times that the Imperial attitude 
is that where they find business being taken avey fron 
them by what they coniider to be making prices so 
attractive that they are losing business at the hands 
of competitors, that they then do something about it 
and they have made local allovances. and they alvays 
intend to stay in the field and so far as they can 
keep up their volume by meeting competitive conditions. 
You will doubtless have some observations to make about 
all of this at the proper time. But there is no use 
is there in going over it and going over it with the 
Same witness. He will give you the same answers as 
long as you propound the same, questions. 

MR. PLOTKILS: I em leading to this 
conelusion, I am going to ask the witness whetner he 


agrees or whether he don't. 


THE CHAIRMAN: All right. 
Q MR. PLOTKING: You have told us yesterday 


and todey that in your computations, and you show it in 


your general statement, that you have to sell at a 
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eertain price irrespective of profit. In other words 

if the price which you set shows a profit all nice and 
well. If it don't you feel compelled to maintain 
your position at a loss. Piet 1s “Correes is Loe 

A I did not state it quite that drastically. 
THe CHALliinaN: kot so broadly. He may 
have said temporarily they would bear a loss as I 
understood the witness. 

i, NeSe. OF Tovtilt out it this way. Our price structure 
in some cases is a compromise between an attempt to 
get what ve consider a fair return and to met competitive 
conditions. 

Q Mie PLOTRING 2 oy At times you will forego 
even @ fair return? 

THE CHAIRMAN: The witness has said that, 

Sith the Linitetion be .nas plecéd upon 1%. "He hes said 


that three or four times. 


a MR. PLOUKINS: Is it not though in the 
alberta territory a guestion of maintaining your position 
not only as a merketer but maintaining your position at 
all costs as a producer of crude? 

ra) Speaking as a marketer vith full responsibility for 


marketing, we are prepared in Alberta «s elsewhere to 

yield position to others who can give better service, 

who can merchandise better and “ho are better marketers 

than we ere. ind we have yielded position. But when 
there is a price situation waich obviously needs correction 
instead of sitting by and doing nothing, it is only a matter 
of commom sense we have to tske certain steps to become 


reasonably competitive. we Go not snd have not taken 
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the standpoint that if we have 35% of the busirmss today 
we are going to have 35% a year from now. We do not 
take that standpoirt and our records show this. 

Q Your conclusions are quite sound but they do not go 
far enough. Here is what I want to ask you. If you 
as a marketer were a free agent to set the price at 
16$ cents, if you saw fit purely from a marketing 
standpoint your contention would be perfectly justified. 
But where you are part of an integrated company that 
has other interests, such as crude production end that 
they must properly give consideration to that situation, 
where you are not a free agent and you have a price 
imposed on you both from the crude and from the marketing 
standpoint, it becomes a slightly different matter and 
might it not be conceivable then that considerations other 
than maintaining your position purely from a marketing 
standpoint or purely from an over all expense standpoint 
would enter into the situation? 

A As far as I know Our marketing policy in regard to price 
in Alberta is no different than in any other province 
where we are not using the Turner Valley crude. 

Q But your price is different? 

But our policy and our method of arriving at the price 

is the same. That is an oyer all profit, but inflexible 
enough to meet competition. 

THE CHAIRMAN: Beyond that Mr. Flotkins the 
witness has explained to our satisfaction at least why 

he cannot spesk and someone else will have to. 


MR. PLOTKINS: Mr. Gilbert informs me this 


ite 


WUT BR EON eke Oe 
Gs ere ' aw 
ay ati 2 
‘ 4 ota + 
ao 
By PEUE ee pet ee FO Ge 
hi . Gi & ais A stl hi 
er ‘etd FO 9 
- Seen : st 
ia poe — a pas bauee. a 
Sop rem iy tee Maia eae os | 
DON: * : 20% ee. a : oma! i oe a 
rs opie) edt hoa ay sage aaah | ait 
a) ew “eae N ie ey ’ an ¥ ; ae ie ay 
mea . niet? a 3 ae att 
dbetk tieot wild tons mar ‘ainda 0 fie 
ie ine Ht - | ii ae! wane i SUH: 
be fey, vw “Lagan bete asad ib) ls 4 
Peels) Oe at yo gubong ebiue om ‘isther vr 
‘ ROE TA a Sag ued Ki Hk : s ‘ My Ty 
phat hehe de jihad OF colt onon.keaan ov aad 
Foals se . ue as oy oes a, 
ROR 8 Re Ue oie: tiege dant e yon" 
gitar en 6 one opsrts oil moet atod “pee et 
ae A G oS ] 
MG | eG be snob henog: eld ‘neat Adee 
mee f Caploiet Si aat abciah ik ant) 
ee Ou when a vet Naa 
“PbG au s0e Pauls we, Like neve ee nent 
Pe lives a ae mee es 
fepeee lens oH ot ft: ee 
fohid. oF buaaen Cc tot tou ‘sation 
Tis ares Mi es 


dwnerong usdio wae ab cash swoaplaah oa bale 


ia 
BOCES 4 


Mas, 


>a ; 7 
SER oy Soak AMR TD "acai a ‘ona sn + 
Sie a te Meee re at eon i as aeaalc ie 
PPD vue &, sae & ig wee ‘ui ae : ‘a ; 
eit a y ot Mis #9 y 


tines fi iM, take 4 jan’ sexs oe we. en” 


hes at Bs oe ae vera te, f Borah) Sh 


py Ph Batt Ss ro tage Snowe. i, i} 
; BE SYS FRAT a <a 
iu yar amped, dad Raiders: ; 


rh RK fae 
y) Cae ; opt eyed pt é ty 
oe i, Ags. weed ; 
ny ea? aia marc tae di 


ONS RS FORCES at 


il? ; - 9611 - 


Ae Ee. Halverson 


is eee by the agent and that this is the company 
invoice ane that this fe the agent's invoice. 


2 I am sure it is alk right but it looks rather funny. 


(Go to numbor 9612) 
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Now, regarding these underground storage dealers, have you 
any hesitation in saying that providing he has a reasonable 
amount of storage, and the Lion Company is delivering the 
goods to him regularly, that that partié¢ular dealer is not 
in aS good a position as your agent to give proper service 
during the peak season as well as the other times of the 
year? 

It all depends upon how much storage the dealer has, the 
Consumption of petroleum products in the district and 

the distance he is located from his point of supply. 

Would you not reasonably expect us to look after our 
business efficiently, to maintain our business in competition 


with yours? 


You see, you have stressed it in there, and you want the 
Commission to more or less take the view thet we are not 
in a pOstt1On to give complete ‘service and, therefore, we 
may not receive the same consideration at the hands of the 
Commission if your basis prevailed? 
Yourare in a position to give the same service as we 
do providing ‘your put, in adequate stocks. 
Yes? 
Throughout the ycar. 
On Dege 19 of Exhibit "314", Mr. Helverson, 1 read: 
" Te have considered central distributing points 
"such as Camrose, etc. It is, however, more economical 
%to distribute direct to destination rather than to a 
"eentral point and to re-distribute from there. For 


"instance, the tank car rate from Calgary to Camrose 
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"is 3.12% per gallon as compared with 3.28¢ per 
"gallon to Daysland, or a difference of .16¢ per 
wammory (ho Yonield athe. rate 16.3.28¢ ore .16¢ 
"per gallon over Camrose. Obviously, trucking 
"from Camrose in competition with these differentials 
"on through freights eae tienes is out of the 
"eustion. " 
Now, I woild like to analyze that view, Mr. Halverson, with 
you, if instead of shipping by rail to Camrose you shipped 
by truck, and I understand your company is doing a considerable 
amount of trueking at this time, is that correct? 
Not with our own trucks. 
But with chartered trucks? 
That is right. 
And you are paying on an average 10% below freight rates, 
is that correct? 
Yes, not less than that. 
Yes, not less than 10% below freight? 
Yes. 
Now, 10% below freight rates of 3.12 leaves the cost of 
trucking at 2.8? 
But, incidentally, we have not got that rate to Camrose, 
accepting yonr formula of 15 cents per thousand gallons 
per mile, would mean approximately 3 cents per gallon to 
Camrose as against 3.12. Now, I just want to follow 
Haroush On wWhetsyou are saying----- 
Yes? 
We, if we put on our own equipment on a 5-day week and pay, 
perhaps, a little higher scale of wages say, we cannot 
do it for 3 cents. The best estimate that we have, 


indicates that to-day it is cheaper to move by rail at 3.16 
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to Camrose than it is to move with our own trucking equip- 
ment, and as I said the other day, there is a limit from 
Calgary where in, eve with present railway rates, trucking 
is unprofitable, and if railway rates come down further 

it will materially alter the picture. 

"Glije UOw, Ieee Haiverson, to Camrose we are trucking: to 

the Texas Company warehouse, and on the basis of 15 cents 

a mile 1,000 gallons, we collect, 2.7 cents per gallon. 

Now, the wages we pay are exactly double the wages of the 
average trucker, independent trucker, so from that standpoint 
you are very successful? 

No. 

Maintaining trucking----- 

WeonavertO Lean on the expert advice’ ziven us by our 
department such as the motor equipment department and after 
making careful calculations they say we cannot truck to 
Camrose as cheaply as rail even, because you have to 
consider the 12-month picture. There are 6 or 7 months 

in the year when they are only moving a small volume and 
you have to truek there for 12 months. 

Yes. Now} at the present time you charter trucks and do you 
haul any products to Camrose. Mr. Stevens might tell us? 
Yes, I would not know. 

MR. STEVENS : Yes, I believe we do. 

MR. “OTEK INS: Youjdo; so thal on; thembasivs of 
trucking to Camrose, I am taking Camrose because you have 
taken that as a point, and we are going to analyze the 
Situation? 

NES 


You then on the basis of 10% less than freight rate, you pay 
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Halverson. 


the trucker or the chartered trucker 2.8 cents per gallon, 


L0G Weiss’, . sails se 


MR. FRAWIBY: From where do they truck to 
Camrose? 
MR. PLOTKINS: From Calgary. 


Is it 10% less? 

MR. STEVENS: It so hapyvens in this case that 
our agent is doing the trucking and we pay trucking rates. 
WITNESS ¢ And, as I understand, you are mt 
moving by chartered trucks at less than freight rates. 

MR. STEV NS: Not very much. 

MR. FRANREY: I thought you moved into Camrose 


by tank cars? 


WITNESS: Prine pally ny esis 
MR. FRAWANY: What about trucking then? 
I have explained before, I believe, thet there are products 


which are, that move in low volume, like =sso gasoline, 
Royalite, and we truck those products in so as to save 
interstation transfers, but at these remte points like 
Camrose, Vegreville and Vermillion and all that vast area, 
we move the product in by rail. There may be the odd 
exception. 

MR. PLOTKINS ’ How many chartered trucks have 
your company for the alberta division? 

T am not sure whether I have that or not, no, I do not 
have thet. 

Well, now, why, I suppose you have a good reason, but why 
would you pay your local agent more for trucking those 
products from Calgary to Camrose than you could get it 
trucked for by your other chartered truckers? 


Well, the agent, to begin with, does not have as big a truck 
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and we have to give him a living wage for moving the 
products, and so far as chartered truckers are concerned, 
as 4d) Tecalliity Last veer we were given about 5% off ; 

and rather than move by chartered trucks at 5% we would 
rather move it by our own agent. 

Q ‘ell, I am going to ask ‘ir. Stevens a question, the truck, 
it so happens, your agent at Camrose happens to have, the 
retson know ite. we usee it.on, the .strecty it. 4s.qunte 7a 
Jerse, pruck, and 1% is larger than the average, is it, mot? 


bia “Sette: 2 I do not know the size of it. 


pm) 


Min f wOTK INS + It happens to be one of the 
largest trucks on the road. 
A LpMaywoOLnGewth is out, and I have done so before, that if 
we believed that the difference between trucking rates 
and railroad rates are going to continue we will eventually 
mectcthe situation in trucking, but. for the,.time.being we 
€O pou Feelion the ione, hand like purchesing 4, 1Oot,.orwmotor 
trucks which loter will not be required, and on.the other 
hand we do not like to go out and drive a hard bargain 
with these truckers. 


But, fir. Halverson, I understand thut your brief not only 


oS 


deals with the past but it also makes representations 

as to the present, and for the future, and what I am trying 
to analyze for the benefit of the Commission is, on the 

one hand the new system of deliv ring, trucking, and see 

if je more eft iovent. and. less. .costly sham the other 
system of delivering by tank cars upon railways, and I am 
now, that is the reason and the pur»rose for going into 


this matter that you have opened up and this situation, the 


conerete example of Camrose. 
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i bs Hatverson. : 
THS CHAIRMAN: You read "obviously trucking 
from Camrose in competition with these differentials 
on through freights from Geicdey is out of the question", 
as I understand you----- 
MR PLOTKING: LC didn't catch’ you. 
THE CHs TRMAN: You are stressing that senteme 
in the report, Exhibit "314", at page 19, "obviously 
trucking from Camrose in competition with these differentials 
on through freights from Calgary is out of the question"? 
MR. PLOTKINS: | Yes, that is why I am intervening. 
THE CHAIRMAN: You are asking the witness to 
explain that in the light of what you are suggesting to him 
are the facts? 
MK. PLOTINS: That is right. 
A And that is a true statement, that based on through rates 
you "cannot move Pviby rail to Camrose, - I will get to 
trucking in a minute, - and retruck from there in competition 
With through rail rates. Thet is it. Now, the other thing 
to do is to truck to Camrose and to retruck from Camrose. 
That also, in our opinion, is uneconomical. If it would 
be so, to truck as far as Camrose, the economical thing 
to do would be to truck direct to Tofield and all these 
other points instead of retrucking, but it is our contention 
that according to our cost, rail is more economical to 
Camrose than trucking and, incidentally, we have storage 
tanks there that can take delivery of tank car quéentities 
and give a reserve supply to meet the demands of that area. 
Q Now, with the trucking as against tank car shipments, Mr. 
Halverson, it is much more flexible; in other words, in 
your small points around Camrose, you could quite profitably 


deliver small, comparatively small quantities of Esso or the 
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products you do not have storage for, in small qu tities, 
as against tank cars, is that not correct? 

I appreciate your interest in reducing our ecsts, but I can 
only say under oath that if we feel we can reduce our costs 


of business, I say that most times we would do so without 


any suggestion from you. 


It is not that I am interested. 

And, therefore, I can only reiterate that because we do mt 
now do it is because we do not think it is advisable. 

Now; bihave a direct interest in your costs only for the 
reason that you set the tank waggon price, and if I can 
convince you or your comaany that it might be worth while 
to examine your position ani to investigate the facts as 

to the difference between trucking and shipping, you might 
conceivably rearrange your tank waggon differantials in the 
Province and thereby prevent these scraps or fights now 
going on. 

That is the only interest we have. If we can reduce our 
prices there is the possibility that we cen reduce 

our Kbteransreba, is that your suggestion, that matter, 

by the way, is having our careful consideration. 

Well, I am glad to hear that because I feel that is part 

of the, it would remove a great part of the trouble you 
comp Lalavor. 

MR. FRAWLEY: What will they do, put the tank 
waggon up or down, Mr. Ylotkins? 

MR. PLOTKINS: Put the tank waggon down in 
keeping with the situation. In other words, in keeping with 
actual competition ani not competition that does not exist. 
MAJOR LIPSETT: You mean the tank waggon price of 
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ma. &. Halverson. 

MR. PLOTKINS: Of every structure, of all 
products, yes, as Mr. Gilbert points out, the tank waggon 
is directly related to the cost of transportation: in 

other words, the tank waggon at Camrose is the Calgary 
refire ry price plus the cost of laying it up there, and 

if the freight rate is used to bring about the price and 
the freight rates hapoen to be non-competitive with 
trucks, and most of the movemer.t moves by truck, there is 
going to be trouble between the companies using the trucks 
for delivery and the companies using the railway, and the 
companies using the railway will endeavour to find ways and 
means of holding down in a competitive way their competitors 
using the truek and that is exactly my opinion, what your 
company is doing at the present time with all these con- 
petitive allowances? 

A “Te have no allowance in Camrose and if you can truck cheaper 
than we can move it I say "all honour to you." 

Q MsaJOR LIPSETT: What you are putting, Mr. Plotkins, 
as I understand it, and subject to understanding it, is 
that, assuming the Calgary price remains as it is? 

MR. PLOTKINS: Yes. 

MAJOR LIPSETT: That you suggest that the price 
at Camrose, the tank waggon price at Camrose, can be 
reduced by trucking as against railway rates? 

NMA. PLOTKIN: That is correct, not only at 


Camrose, anywhere. 


THE CH:.IRMAN: at comparable points? 
MR. @LOTK INS: Yes, that is right. 
MR FRAWLEY : He does not eare about the 


Calgary tank waggon price at all. 


MR. PLOTKINS: I do not care for the purposes 
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MR. PLOTKIN : Now, Mr. dalverson, when you 
reduce the prices or when these companies rather, these 
competing companies, sell products at the priees which 
you lave teld wis" about’, in ‘your opinion, oan they make a 
profit based on the price which your company posts at 
Turner Valley for crude, I want your opinion as a marketer 
and familiar with the situation? 

I would answer it this way, fundamentally----- 

Yee? 

That if through efficient operation we can reduce our . 
marketing right across the board and still make a amaweane 
profrt, we will do s&’. x 
If through ‘efficient’ operation? : 
If through efficient operation, low cost operation. 

Yes? 

afficienoy, if we can reduce our markets right aeross the 
yoara. we wiltl’do so, but we feel we have no justification 
for putting any special allowance, as 1 mentioned before, 
unless a substantial percentage of the business is already 
being sold at less than our prices, and in that ease the 
competitor must elect to sell at a loss,providing he is 
selling at a loss. 

Teli, Oud yOu care TOexpress an oninion whether they 
could make a profit at the prices you make? 

T am not familiar with their profit statement. 

ell, you are familiar with the cost of refining, the cost 
of distribution? 

I am not evasive when I say I have not the slightest idea of 
what profit the other companies are making in this Provime. 


Yell, you know, ifr. Halverson, they have to purchase their 
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crude from somebody---- 

TH CHAIRMAN: You cannot insist upon him 
speculating, you know. He can give you any information, 
and should, that he has with respect to any operation; 

as I think I pointed out earlier when someone was cross- 
examining you, no witness can be asked to speculate or to 
make assumptions on facts, or rather to make conclusions 
on facts or draw inferences for you,unless he be an expert 
giving expert testimony. Now, he does not pretend to be 
an expert in the matter of cost for other companies in all 
their operations. He is simply here as a marketing expert, 
and I think you know there is no purpose in pressing, in 
trying to press a witness unduly, and asking him to get 
Out Ol Nis Own Tiel@: Once he: has, said “That is, my, Limit, 
there is no use of you asking him questions: which involve, 
questions as to matters of which he has no knowledge, 
according to his vorevious testimony. 

Q@ MR. PLOTKINS: You have told us that there are 
a number of service station sites which are not built on? 
That is right. 

@ ‘Yell, have you any sites that are directly located across 
from your stations, presently ereeted stations? 

A We may have a few. As far, and we should distinguish 
between any site that we took over from the Regal Oil 
Company, but so far as sites that we purchased, that is 
the Imperial Oil, I approved all of them and am familiar 
with aa of them and with one or two exceptions where they 
might be on opposite sides of the street, one catering to 
traffic going one way and the other catering to traffic 


going the other way, which is a very ordinary thing in 
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A. Halverson. 


large cities, practically all the sites were carefully 
chosen on account of new road ola ait eval: at that time. 

They were purchased in 1929, 1930 and 1931. There ware 

new zoning restrictions coming in , new highways, and 
what we endeavoured to do was to keep abreast of the 
change in traffic and to protect the sites we already had, 
but when the depression came along we discontinued 
building. We had 45 service stations at that time and 
Sinee thay. if 1 em correct, we have: built 3, but the 

rest of them were acquired from the Regal, and if you 

know of any instance, as I have heard in previous evidence, 
where we purchased sites to keep them away from competitors 
Such as yourselves, I would be delighted to have a specific 
Mmeuince Or Lueand if there are any I will go further ‘and 
me Witt “be plead tO sell you the site at cost and carry the 
taxes sime 1930, and , furthermore, if you say we will 
funthe rice wp on you, if you will. get en atfidavit grom 
the owner, we will sell it to you for the price you could 
have gotten it for. There was no desire, none whatever, 

to embarrass competitors. We chose these service statiou 
sites because we thought at the time it was good business 
but I will admit we were a bit optimistic. 

Pethank vou .or your offer, Mr. Halverson, but J will give 
you one concrete instance only to illustrate the principle, 
On 4th Street @=ast at the Bow River bridge you had quite a 
large station there on the east side of the street, that 
is right at the, almost at the juncture of the bridge and 
the river avenue. 

4th Street Last? 


Yes, 4th Street Gast and immediately joining or at least a 
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short distance from the bridge over the Bow River, I do not 
know what avenue that is. | 
MR. GILBERT: | 4th avenue. 

Q MR. PLOTKINS: “item informed 44: vai amine tes 
Now, that is quite a large station site and I do not know 
if you are familiar with a I do not suppose you are? 

A Not éxactly. 
miversice.' l think: they call it, the Riverside station? 

De thes) 1 will ibe) siad to-do if it is pertinent to the 
Commies eo it you mir «ive Us any sites, 1 will. sethagit 
particulars. 

Q “hat I want to point out is that right across the street, 
the opposite corner, your company has held for a number or 
years another lot? 

A The other side of the street? 

The other side or: the St rmen immediately across? 

ds That is what I said a while ago, is not an unusual thing 
in any city in america for service stations to he located 
On the opposite side of -a main thoroughfare because motorists 
do not like crossing a main thoroughfare to get their supplies. 
We were looking ahead, thinking that that traffie was 
going to be, that thoroughfare would be an important one, 
and we wented to cater to the business both going out and 
coming in. | 

Q@ Did you gay, Mr. Halverson, that you personally 0. K'd 
every. service eaten site? 


my, «les, 
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Bought in the City of Calgary? | 
& Yes, I had a full knowlédge of the facts, I do mt take too 


much credit for some of it, perhaps, but every one was 
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personally approved by myself. 

I am glad to hear that because I am soing to ask you some 
questions, and you will be able to answer? 

TL wih) bey glad GO. 

‘hat would be the reason, would that be eonsidered good 
business by you as a marketer to have the two opzosite 
corners and carry the taxes in the investment? 

First of all, I pointed out in my brief that we considered 
our unused properties an investment which in no way shoulé 
enter int y our marketing picture in alberta. If we were 
wise or unwise, Alberta in no way should be penalized but 
at the time, in 1929 and 1930, we had visions of Calgary 
and Edmonton growing. There were new projects going ahead 
all the time, new cases of highways, new zoning plans, 
and we were endeavoring to anticipate a few years ahead 
ani we felt, and many of those sites were splendidly 
selected, splendidly located, most of them were, and 

our thought was where we did not have a service station 
gatering to a major line of traffic, there may have been 

a change’ in the thoroughfare and we tried to anticipate 
two or three years ahead, and get a start, and we intended, 
to build but it so happened that we did not. 

Now, this particular station site, I mean the site of the ~ 
station is at the bridge head, a very stragetic position, 
ts.Lt.not? | 

That is probably why we bought it. 

and why would os fear a deviation of traffie or changing 
of the ier ence ce at the bridge-head, which would require 


you to buy both? 
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A Well, there are two sides on that thoroughfare, there is 
going out and coming in. 

Q Have you any other places where you have such conditions? 

a On both sides. 

Q Buildings on both sides? 

o In Canada? 

Q Yes? 

A Many places, and sometines service stations, one on each 
Side ,reach|/ one of them cetering to.a clientélle. of. its own 
and probably where there are service stations on a main 
thoroughfare opposite each other, in many cases each station 
does a whole lot better than where they are a block or two 


apart. It all depends on traffie conditions. 


fo 


On 9th Avenue Bast there ig a bridge on the =lbow there 

this time? 

A Yes. 

@ You are familiar with it? 

A On which? 

@ On 9th Avenue Hast? 

a Yes. 

Q Ue Csii05, a. Pr iaee across the Elbow at the confluence of 
the two rivers, there is a bridge there on the Hlbow? 

A Yes. 

Q are you familiar with the losation of the arctic Oil 
Company's station on 9th avenue? 

m= Note par ticiilarly.,.no. 

Q Well, that is immediately adjoining the bridge on the 
south side? 

A Yes. 


Q Ana in 1930 and 1931 and 1932 I was located on that particular 
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%. Halverson. 


corner and built it up and one day Mr. Stevens, who is 


here present, ‘phoned me up, and I am going to ask you----- 
Mm. NOLAN: Now. 

THE CHaTRMAN: ‘hat is this? . 

Me SO dos Well,.now, why would, you had a 


site opposite that, that is now 8th Street Bast on the east. 
side, you have a site, in fact a very poor site because 

the railway, there is a railway siding right on it and cuts 
tt off and it is impossible to use it as a service station, 
do you know that site? _ 
T would be ‘lad to get full particulars regarding any site 
that you feel is pertinent to the Hearing and if you will 
just let me know what they are, but I do not like to guess 
at thirgs. 

MR. FRawLbY: We gan get on by having. somebody 
agree or disagree,that that site is there and then Mr. . 
Plotkins can follow his question on, is there a site there? 


VR. STEVENS: May I ask if that is the south- 


east corner of 9th Avenue and 8th Street Last? 


MR. PLOTAINS: The south-east corner, that is 
correct. 

MR. STEVENS: we own that site. 

MR. PLOTCINS: What were the circumstances 


which would lead you to approve of that site, !ir. Halverson, 
as a desirable site for a service station? 

I will have to refresh my mind on that. I do not want to 
guess. 

THE CHaIRMAN: Are there any other sites that 
you want to dissuss? 

WITNESS: “ould you make a note of them? 
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THE CHAIRMAN:. And Mr. Halverson can have them 
checked up overnight. 
MR. PLOTIEINS : There is another site on 4th 
Street Yest, there are two Imperial stations, one at 24th 
Avenue and one at 26th Avenue, both built by the Imperial. 
You might have them looked up? 

A Wade. 

Q Tf am distinguishing those from the ones which you took over 
from the Regal? 

A Yes, that is on 4th Street “est at 26th? 
At 24th and at 26th? 

A ‘Yes, we will check those. 
THE CHAIRMAN: Any more? 
Mis wr DOT NS s Then on 12th Avenue and 8th 
Street West, you operate two stations at the same inter- 
section, just one corner against the other? 

A 1léth Avenue and 8th Street West? 
MR. VLOTK NS: Yes, I will drop that for the 
time being. 
TH CHATRIMAN: Now, I think we wi!l not enter 
upon a new subject this afternoon. lr. Halverson is going 
to look into the sites. Now, what else is there, Hr. 
Plotkins, so that if there be something that he can look 
into to-night that you want to ask him about, so that he 
will be ready with it and, perhaps, in that way save some 
time. 
MR, PLOT.INS: Yell, all I would like, because 
I think that is important----- 
THE CHAIRMAN: If there is anything else you 


want him to get information about overnight? 
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A, E. Halverson. 
MR. PLOTKINS: Yes, 1 would dike you, Mr. 
Halverson, to get information from Mr. Stevens as to the 
eircumstances under which you acquired that site on 9th 
avenue and 8th Street East, which he has just mentioned. 


A Sth avenue anc 8th Street East? 


&> 


The South-east corner? 


A Yes. 


(The Inquiry was here adjourned to be resumed at 10:30 a. 


June 22nd, 1939.) 
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11:00 a. m. Session 
| time 22nd, 1959. 


MR. FRAWLEY: Ur. Chaimer., FT thought 
that EF should this morning, in fairness to the witness, 
Mr. Halverson, make public mention of a report, yesterday's 
report in the Herald of yesterday's proceedings. It reads 
as follows: 

"R. ¥. LeSueur, vise-president of Imperial Oil, 

"Limited, Toronto, will probably be called before 

"the McGillivray royal commission to give evidence 

"in regard to the »rice of standard gasoline in 

VPOVECLON) VO, the cost of crude oil, 

‘ This was indisated at 

“ne opi probe: this morning when A. HE. Halverson, 

"director in charge of marketing Imperial petroleum 

"oroducts in Westem Canada, tolc Mr. Justice 

"A. A. McGillivray that he was unable to say on 

"what basis the 163 cents per gallon rate was 

"made on the tank wagon orice in Calgary. 

” Mr. Halverson said he 

twas only a junior direetor of the Imperial Oil 

"Company ,” etoetera. 
Now my own reaction to Mr. Halverson's evidence was that 
he was able to speak quite comvetently of the fixing of 
the 164 oents wholesale price at Calgary and did discuss 
that many times and I think repeatedly gave his reasons 
for ae DOSo Bae .0f te 164 cent price. That report does 
seem to reflect and to put Mr. Halverson in a bad light 
and while he needs no commendation from me, TF think in 
fairness it should be publicly mentioned that the report 
is not really a fair summing up of Mr. Halverson's 


evidence as <o the fixing of the 1¢4 cent price, for 
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Which he takes personally full bale en ae as I 
understand. 

THE CHAT RAN: Lem NOt \iitse GuLye 
clear what the correction is, I feel confident that 
the newspaper reporter who is present will make any 
correction that is proper. It is just a question of 
it being quite clear about the correction sought to 
be made. 

MR. FRAWLEY: Well, it clearly was 
the suggestion thrown out yesterday that Mr. LeSueur 
might ccme and correlate all departments of the Company, 
production, fixing the posted field price, refining 
and marketing, 

‘THR CHAIRMAN: Yes. 

MR, FRAWLEY : It was for the purpose 
of ccrrelating all that that Mr. LeSueur was to come and 
not to speak for Mr. Halverson, Mr. Halverson mede it 
quite clear on whet basis the rate of 164 cents per 
gallon was made. Tat is the ‘point. Mr. Halverson 
told us it was to meet the necessities of competition 
and a desire to make a profit that warranted him in 
fixing the 164 cents. He tcld us he dii not know 


the price relationship between the cost of crude and 


his marketing prices. But insofar as he was concerned, 


namely the basis on which that pcrice was made up, he 
dealt with that completely. 


THE CHATRMAN: Yes. 


MR. FRELWLEY: T regard the report as a 


reflection on Mr. Halverson's competence to speak fully 


and completely with respect to that particular matter, 


the basis on which the 16% cents was made. Now I am not 
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so conserned with improperly reporting the sittings of 
this Commission, which perhaps incidentally it does, 
but chiefly because it did not seem to me to be auite 
fair to Mr. Helverson and I thought I should do it 


rather than that he should do it himself, 


TH? CHAIRMAN: Yes. Well within the 


limitations which Mr. Halverson himself has vrescribed 

for himself there can be no doubt that Mr. Halverson 

spoke fully and capably, and I may add of my om accore, 

I think very frenkly and I have no doubt to the extent 

that there has been any misrevortine of his evidence 

that it will sive »leasure to the reporter to make the 
correction. 

MR. FRAWLEY: f) 2m surer iter i 

Mr. Chairman. 

MR. PLOTKING: Mr. Cheirman , i) would ike 
to make a statement in that regard. It is quite true that 
Mr. Halverson has said that the price of 163 cents was 
fixed or was arrived at having regard to competitive 
factors but he has not given us those competitive factors. 
In other words, he has not elaborated on that statement 

so as to give the Commission an opportunity of judging 
whether his sense of fairness is the same as the Commission's 
sense of fairness, So what the paver reports is in effect 
true. 

MR. FRAWLEY: T have not got the same yiew 
Of it. that, is all. T have made public mention of it now. 
The Herald will doubtless in fairness to the witness if it 
sees fit make the correction. 

THR CHATRMAN: Ye do not propose to enter 


at this time upon a decision of part of the evidence, as 
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you know or what inferences should be drawn from it. 

I think I have said all that need be said, that subject 
to the limit that Mr. Halverson himself prescribed, we 
think he is an excellent witness. Now how far it goes 


and how far it does not it is not for us to decide na. 


iR. FRAWLEY: It is a little early for 
that, yes. 
THE CHAIRMAN: In that resvect the evidence 


speaks for itself and we will have to deal with it when we 


come to that point. 


a. 5, HALVERSON recalled. 
May I say & word or two. First, of ald) went.to meke 

it clear Iwi “only take four or five seconds to "do se - 
that Mr. Frawley's remarks were unsolicited and unexpected. 
I made no comment to him regarding the article in question. 
I want to pay tribute to Mr. Frawley for doing what he did 
frum a sense of svortsmanship. 

Now regarding the question 
of the relationship between crude and gasoline. Tf am 
reasonably comvetent to make this statement that the 
nosted price of Turner Valley crude depends on competition 
with other crude. At the oresent time thse Alberta 
market is not sufficient to absorb the Turner Valley »prod- 
uction. Turner Valley at the mwzresent time needs the 
Saskatchewan market and if it needs the Sasiatchewan 
market, as it does, the posted »rice of Tumer Valley 
crude laid dom at Regine must be competitive with other 
crudes, Thet is the basis on which the posted orice 


of Turner Valley crude is arrived at. If production 
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A. & Halverson 


should increase to the point where the IMenitoba market 

is required or the British Columbie mrket is required 
then the posted nrice of Turner Valley crude would have 
to be adjusted so that, transportation included,it would 
be competitive in Manitoba or British Columbia. ‘There 

ean be no other basis unless we are willing in Saskatchewan 
or Manitoba to purchase crude at a higher price than we 
can secure other crude. uven if we were willing, 
competitors might not be and they then would be ina 
position to produce gasoline and other products from 

lower priced crude than we were. Any crude field anywhere, 
as far as I know, has to be canpetitive with other crude 
fields nearby and Turner Valley is no exception. Any 
other basis would have to be an arbitrary basis imposed 

by government regulations which would artificially fix 

the vrice of Turner Valley crude at a higher price than 
you could buy other crude, quality cmsidered. Or 
inversely, fix the price at a lower price than the compet- 
itive market warrantec. What I said yesterday I repeat 
now, YT am not comoetent to deal with the cost of crude, 
produced, the life of the field, orobable flow and many 
other factors. You have already had exnert advice on 
that, expert evidence on that. In the second place I 

am not competent to give evidence as to the relative 

value of crude and in the third place I am not competent 
to state to that extent the price of a gallon of gasoline 
jThat I mean by that is this, 


is determined by the crude. 


it has already been covered by evidence that we camot 


allocate costs against individual products. we can only 
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3, uwalverson 


against individuel products and definitely ascertain just 
what it costs to »roduce a barrel of bunker fuel oil ana 
what it costs to produce a gallon of sasoline, then if 


b 


we established our »rices on that basis at the end of 
the year we would find that the receinots vould not add 
up to 100, vecause regardless of what e esllon of fuel 
oi} my cost, if it could be determined, if we camot 
sell it at that vrice - which we cannot - some other 
product has to carry the load. Our only outlet to 
sneak of for bunker Tuel oil in this market is the 
Canadien Pacific Railway anc we must sell them their 
recuiremen ts at a price comvetitive with Pacific ccast 
orices, Therefore, to summerize, on  orlces the 
manufacturing and marketing desartmmts throughout 
Canada whether we »roduce crude or bduy crude, or »artly 
buy and partly produce, we take the sosted orice cnd 
beginning et that noint we endeavor to manufacture as 
econonically as we can. The way we arrive et »rices 

as I said before is we take the over all sicture and 
endeavor if yvossible to make a return of some kind and 
at the same time establish prices which are flexible 
enouch to meet connetitive conditions es they may chonce 
from time to time. 

PLOTRING § Myr. Halverson, you say 
you take the vosted field of Turner Valley crude as 

the besis for your marketing department to arrive at a 
fair price for the refined products? 

I can go further, the Imperial Oil Com>any manufacturing 


and marketing take the posted field price of the crude. 
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A. us, Halverson 


That is right. Well for all practical »urposes your 


a) 


statemant joins the mmufecturing with the marketing? 
A Theat 1s right, 


950 when I say marketing I mean both. Now you have no 


& 


doubt studied the basis that the Imperial Oil uses 
for arriving at the posted field »rice, have you, as a 
director of the company you are no doubt interested? 

A i think I have covered that. Tt has to ve competitive 


With other crude.. 


a} If you will study that statement presented to the 
Commission you will find a reduction of 1& cents is 
made from the value of Turner Valley crude because 
your compnany revresents that that amount of casing 
head is necessary to produce the gasoline that your 
marketing department requires. Is that right? 

A T have no further. comments to make on crude oil. If any 
further evidence is recuired it should be secured from 
the oroduction devertment. 

Q Ture, § BUG, 1.0. Helverson, you asrs director in ¢changeor 
marke ting have a »oroblem in Turner Valley and that is to 
dispose of surplus casing head, is that correct? 

A I would not know. 

G You would not know? 

A Noe 

oY You are not worrying about what your company has to dispose 


of in the market? 


A T made the statenent a minute ago, I do net know. 
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THE CHATIMAN: This witness you see, it 
Gannot be said, he says he is not competent to speak 
about crude, whether it is crude naphtha or anything 
else as I understand it but that there is someone who 
can speak about that I suppose. If the witness says 

he does not know, there is no use of pursuing the 
question. 

Rs. PLOTIINS: No, but mr. Chairman, the 
Marketing Department, apart from crude, market casing= 
head as a product in the form of tractor fuel and in the 
form of tractor gasoline, etc. and that has nothing to do 
with production, that is a marketing problem, is it not 
Mir. Halverson? 

The manufasturing department at their option use any 
percentages of casinghead or absorption as they see fit. 
They have two purposes in mind,'one is a quality uae 
and the other is reduced cost and I am not competent to 
speak for the manufacturing departient but I do know 
this, to repeat myself, that their purnose is to turn 
oust a quality product at the least cost possible and we 
leave it to them to use casinghead gasoline to the ex- 
tent they think necessary. 

Yes, but Hr. Halverson you not only turn out quality 
products, but also turn out products that are not quite 
of so high a quality in order to meet competition? 
Well---- 


is thet not correct? 


Well we will say then the nanufacturing department's 


problem is +o turn out the various products which are 


needed in these competitive fields, to meet the com- 
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petitive products. 

That is correc’? 

And we do not presume to tell them how to run their 
refinery. 

No, but is it not a fact that they tell you what they 
have to market? 

No, they do not. I might make that point clear. The 
function of the manufacturing department is to pro- 

vide the marketing department with the products we ask 
for. 

Yes, and you make the stateaent then, ire Halverson, that 
if your company at the present time has a surplus of 
Casingnead thet it cannot use in its manufacturing depart- 
ment and that there is a market that provides an outlet 
for that casinghead in the selling department, that you 
would not undertake to sell the product that they would 
turn over to you? 

In the :iarketing department? 

Yes? 

We endeavour to sell the products that the public want. 
Yes, and is that as far as you want to go, or is it not 
the fact, hir. Halverson, that you also sell the producta 
that competition drives you to sell? 

well the very fact that compeition is selling these pro- 
ducts must indicate that the public wants them. 

Well is there, have we a standard for the different grades 
and products in this Province? 

Is there a standard. 

Yes, is there a standard? 


Not to my knowledge. 
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Have you ever approached the Alberta authorities with a 
view tc getting standards, so that we would know, the 
public would know what it is getting? 

I have not and to my knowledge nono of our officials 
have. 

No. Well do you not think, iir. Halverson, that would 

be of considerable benefit to this country if there were 
standards? 

we are not opposed to standards nor do we press for them. 
Well if there were standards in effect, would these 
various prices which you have wentioned yesterday be pos= 
sible, would it be possible to have a multitude of 
products in other words? 

Well I cannot deal with assumptions but answering your 
question which I think isa pertinent question, that is 
regarding the grading of gasoline. 

And other products? 

One advantage is that it protects the public against in- 
jurious products. 

Yes? 

But a disadvantage is that it classes in one class a 
rather wide range of quality. <A number two gasoline may 
be 70 octane or it may be 65 and the public is apt to 
think that because it is number 2 grade that one grade 

is as good as another and it has a tendency to discourage 
the refiner from attempting to improve his quality. 4s 

I see it at the present time the principle purpose of 


grading would not be to try to classify quality grade but 


there might be some grading which would say that a prod- 


uct below a certuin specification should not be sold as 


guspoline. 


Now would it not have anothor effect, Mr- Halverson, that 
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is to reduce the number of products on tho market? 

Fs) We are quite in accord with any workable way for re- 
ducing the number of products on the market. 

Q Yes, and would it not have another effect, of consid- 
erably reducing the cost of marketing? 

A The less products would simplify distribution and as- 
Biat to reduce the cost of marketing. 

Q At the present time your company finds themselves in the 
position where they arc forced to have a multitude of 
tanks for various products at their different country 
agencies? 

A We would like to work in the direction of fewer products 
but we have to face the facts and so long as on a com 
petitive market there are certain grades available at 
certain price levels, why we have to have, within reason, 
competitive products. 

Yes, now are you familiar--—~ 

THE CHAIRMAN: That is quite interesting 
what you are discussing and I wonder what is the difficulty 
how with respect to the high quality products being clas~ 
Bified. You said you thought perhaps they should not be 
interfered with but that it should be declared that a 
product that did not come up to a certain standard should 
not be sold as gasoline? 

A I was looking at it, Your Lordship. from the standpoint of 
the public. 

Q, Yes? 

I think the greatest danger to the public is a product 
camouflaged as gasoline that is not gascline, products 
which are really distill ts’ or lov-grade gasoline. We 


have nc objection to the grading of gasoline but on the 
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other hand we can see no particular advantage to be 
derived from grading quality products because you can=- 
not have eight or ten grades and if you have a number 
two grade, the difference between the first sold on a 
humber two grade and the poorest sold under the number 
one grade there might be very little difference. 

Of course the best of number ae night be near the 

lowest of number one? 

Yes, and the public of course comes to the conclusion 
that anything which is sold as number 2 is comparable. I 
do feel it is an advantage to protect the public against 
fuels which are not fit. for high-class motor cars. 

Which will do harms to the cars? 

Do harm to the cars. 

wiRe PLOTKINS: birs Halverson, what are the 
general specifications in octane numbers and generally 
what is the difference between a standard gasoline and a 
third-grade gasoline in Western Canada? 

I have the specifications for Alberta, the octane rang- 
ing, C.F.P.M. method, on Esso Gasoline is 76% to 77 octane; 
on 3°Star Gasoline the same method is 71 to 71g octane; 
on acto Gasoline the same method it is 5e to 54 octane. 
Now iir. Halverson, competition does not permit your com- 
pany in the West to go below 70 to 71 octane for standard 
gasoline, is that not correct? 

That is correct. 

So if you chose or anyone else chooses to put out o8 
octane, they would not keep their standerd gasoline bus- 
inessa very long, is that not correct? 


I do not think that the public can readily distinguish 


between 70 octane and 608 octane. 
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You do not think they can? 

Not readily, no sir. 

Not immediately but a period of time the motorists can 
certain tell the difference on hills, can he not? 

He should be able to. 

Yea, so thate-~-- 

Not on 2 octane, that is getting it down pretty fine. 

Well how much octane do you think it would be necessary 

to go below 70 for the motorists to tell? 

£ anticipated that there might be a discussion on clas- 
sifications and I am not a manufacturing man or a nan 

that feels competent to deal with specifications and for 
that reason Ll have here at your call our technical en- 
gineer for the West who can deal with specifications with 
authority, authoritatively. 

Mr.- Halverson, I do not propose to deal with specifications, 
I am only dealing with marketing problems, as you understand, 
and you are quite qualified to deul with that, and when you 
Bay to the Commission that you do not mite agree with 
grading the top, the two-leadsd products, or at least the 
standard and the wthyl and third-grade, because there would 
be wide PRR Aaa aN win it may not be practical at this 
point to go into that phase, but before I leave that,: are 
you familiar with the facts that 7 years ugo I asked the 
Alberta Provincial Governnmant to go into the matter of 
Bptandards? 

No I am not. 


And representations have been mede ever since, you are not 


familiar: with that? 


T am not. 


Your company was never approached by the Provincial author- 
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ities? 

They may have been but I do not recall it. 

Now in your case, tho Imperial Oil's case, the difference 
in octane value between third-grade and standard is the 
difference between 54 and 71, is it not? 

That is right. 

A wide range apart? 

Yes. 

So there would be no difficulty at least in your case in 
distinguishing between those two grades? 

Those two, one grade is for tractor use, 54 octane is a 
nice high octane for tractor use. | 

Well Mir. Halverson,----- 

But 54 octane in our opinion is not a suitable fucl for 
ordinary UBE. 

But you spell it in your service stations for motorists' 
use? 

That is because the public wants it. 

Then if the public wants it, there is a demand for the 
pro duct? 

There is a demand. 

And if there is a demand therefore you manufacture it? 
But our opinion would be that the demand, that our sales 
of Acto gasoline are principally to tractors and the de- 
mand from motorists is relatively small. 

Now you agree that no company operating in Alberta could 
sell third=-grede gasoline and colour it green at the 
standard price and do so very long’ 

It would require some wonderful salesmanship I would think. 


That is practical difficulties would enter into it? 


Yeu. 
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So that if there are Provincial standards established and 
with the wide variation that the industry has, itself 
has established, between the different products and they 
are widening all the time instead of narrowing, it would 
not be difficult to establish suitable standards for at 
least the three grades of gasoline? 

It could be done. 

Now if at your service station on BKighth Avenue you had e 
bowl with Imperial Oil 3-Star and if I had a bowl, op- 
posite to that, with Lion Gold, with the same character- 
istica but with the additional advantage that both of 
them would have been approved by the Governnent, that is 
coming within the range of standard gasoline, what would 


be the advantage to the independent marketer? 


Z do not know. 


You do not know? 

Noe 

Well is it not a fact, i:r- Halverson, that there is a dis- 
tinct advantage at the present time to major companies 
when they have established their brands insofar as the 
general motoring public feels much safer and I admit it, 
in buying your gasoline or the Texas Company's gasoline or 
any other major company's gasoline, rather than the in- 
dependent brand of gasoline, is that not correct? 

XY have already stated our position. 

Yes? 

That if the Provincial Governaent desires to grade gasoline 
we in no way will oppose such a movee we are not 
pressing for it and we are nov opposed to it, but if trey 
feel it is in the public interest, we will be glad to 


put at the service of the Provincial Governuent any of our 


j 


4 
ail 


ee 


&-&-Halverson 


A 


Q 


~ 9644 «+ 


technical advisers to assist them if they so desire them. 
And we have,to assist the Government also, the prevailing 
practices and classifications in the United States and in 
the other parts of Canada, is thet not correct? 

THE CHATHLIA N: I was going to ask sbout 
that, is there a classification in the United States of 
standard grades? 

Gasoline, I am only familiar with what I read, gasolines 
are graded in certain States of the Union, Dr. Fry un- 
sey foes will be able to give authoritative evidence on 
that and if I knew I would do so but my information is 
rather vague. 

MR. PLOTKINS: Well tire Halverson, you know 
there is a standard imposed by the United States Bureau of 
Standards for the various grades? 

THE CHALHKMAN: The witness says he has read 
that in some States they do but he is vague about it and he 
refers us to a witness who will know. 

MRe PLOTKINS: Yes, now when it comes to 
the distillates or the fuels that the farmer requires, how 
many products in your opinion would cover the field suit- 
ably? 

If there was no competition I presume one product would do 


the trick. 
THE CHAIRMAN: Fron the standpoint of the 


farmer, forgetting for the moment competition? 


Oh yes. 
What could you put it down to so that the farmer would be 
efficiently served, with how many products? 


What we would like to work to, if we possibly could, would 
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be one quality grade that is bthyl and 3-Star combined 
in the one grade, that would be one quality grade. 


Q MR. PLOTXINS: That is for gasoline? 


a 


And then agvutility grade of gasoline, a lower price 

grade that could be used for motor cars and also used 

for tractors and of course they would need kerosene for 
their lamps. Now a few years ago we attempted to dia-~ 
continue tractor distillate in our effort to reduce narket~ 
ing costs. fe thought that with a-bight priced gasoline on 
the market that tractor distillate might not be necessary. 
At that time our motives were questioned and we do not take 
any offence at that but the Government officials wanted to 
know wiy we took tractor distillate off the market and it 
didn't seem to be so very favourably received and in the 
pecond place the competitors who have skimming plants have 
a great deal of distillate to sell of necessity and unless 
we have a tractor distillate we hand that market over to 
compstition so from a practical viewpoint I do not see 

how we can discontinue tractor distillate at this time, so 
to summarize, it seems to me that three products should be 
sufficient, a quality grade of gasoline, a lower price 
grade of gasoline and a tractor distillate, three grades, 
but for the time being at least, there are real manufact- 
uring difficulties in combining Esso snd 3-Star into one 
grade. I have advocated such a move for two or three years 
but FT an informed that to do so and turn out one grade with 
an octane of sav 74, would increase our over-all cost which 
we question is desirable, we feel that our efforts should 
be in the direction of lowering costs. I am not a man- 


ufacturing man but I do know that if we were to combine 
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both grades here in Calgary into one grade, it would 
probably require at least for the time being, bringing 
in more naphtha. from the Coast and to that extent dis- 
placing Turner Valley crude. 

MR. FRAWLEY: You only mean until the 
new plant gets going? 

If and when we can produce one grade andlower our cost 
by so doing, we would consider it good business and we 
have it continually in mind. 

Marketing costs would go down? 


Yes. 


{Co to number 9647) 
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MR Pu Ere Now, Mr. Halverson, with these 
three grades which you have suggested, vou would cover all 
the motor field with the two grades of gasoline, would 
you not? 

Yes. 

"ould -yOou cover all the tractor field with the one srade of 
distillate and the lower price gasoline? 

Well, in addition to the tractor distillate there are 
certain’ Dicsel-tractors that: require a Diesel fuel oi}, 

and that is another big problem in distribution. MThere may 
be two or three Diesel tractors ing community, we will 
say at Vegreville, their requirements do not warrant putting 
in tankaege to move it by the cheapest metnod of trans- 
portation; "on the other hand, they have to be supplied 

and that is one of the coming problems of distribution. 

it seems that’ instead of making it easier for us tel reauce 
the number of grades, it is making it more difficult. 

Now, thet means another grade of fuel, that would be four 
altogether? 

That is right. 

Chat, etre Gs 

Yes. 

And is it not your experience, to the extent that Diesel 
is being sold, that that is an increasing market being 
offered to this Province? 

It is increasing but not by leaps and bounds, J would say 
gradually. 

Gradually increasing? 


Yes. 


Now, that is four products to cover the entire agricultural 
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and automotive field? 

Yes. 

How many products do you find sold at the present time 

by the various companies? 

TH CHATRIAN: May I just ask this while I 
think of it, this motorist gasoline, you would combine 
Bsso and 4 Star, and your second grade would be tractor? 
The second grade would be Acto gasoline. 

Which you now sell as Acto? 

Yes. | 

What I want. to know is that a tractor gasoline only or 
could that be safely used in motor cars, that Acto? 

Pi VeMouureal i yiisiicaple for motor cars although) it)ts 
quite extensively used for motor cars. 

Ue 2 LOTRING now, On that point which the 
Chairman has raised, Mr. Halverson, how, in your opinion 
as a marketer, how does your acto grade of gasoline compare 
with the other gasolines which are known as straight run, 
marketed by the Lion Refinery or Gas & Oil Products? 

Qur technical engineer will be able to give expert evidence 
on that. As far as I am concerned as a marketing man----- 


That is what I want? 


I feel that Acto gasoline is equal to the competitive brands. 


Naturally,we think it is a bit better. 

So that your opinion as a marketer is that your acto 
gasoline successfully competes? 

That is right. 

With the other Srd grade gasolines? 

With the average 4rd grade fsasoline, yes. 


Now, how many products are thers being sold at the present 
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time, to cover the’ field, have you any idea? 

Well, [tean state how many we sell. 

Yes? 

We sell Esso gasoline, 4 Star gasoline, Premier gagoline, 

which is a white gasoline, unleaded, acto gasoline----- 

THE CHAIRMAN: oS this inorder of merit? 

Yes, I am starting with the highest quality. 

Sso 4 Star, Premier and acto? 

Yes. Tractor distillate and Diesel fuel, and at the 

TENIMer TN Ouly, Or avi the Ticlavonly, ‘not the refinery) 

at the field only we sell separator naphtha, untreated 

Turner Valley naphtha, and at the refinery we sett ie 

special tractor fuel. 

fractorvlued ab the -rerinery? 

Only. 

DRGs ROTRENS: “eli, the ditference between 

Selling @iyay. the refinery and selling it at your agencies, 

what is the difference, the agents come to the refinery 

and get it and distribute it to their customers? 

The special naphtha I have referred to and tractor fuel 

are not interstation transferred to any of our agencies or car- 
rieviat any -oftouriagencic ’. The agents have the privilege 

of coming in to the refinery and purchasing some and our 

reason is thet if we were not selling it to them there 

would be a temptation to our agents to buy it elsewhere. 

Yes, why do you sell it to them instead of al’owing them 

to take it out on the same basis as the other products? 

We io not wish any further duplication of products in the 

Lene. 

MR. FRAWEY: In the marketing field you mean? 
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In the agencies throughout the field. 

MR. PLOTKINS: Well, is that the reason for 
selling it to your agents? 

that is the reason, yes. 

You do not wish any further duplication of products? 

~@ dO not wish to carry tractor fuel at all our agencies 
nor do we wish to carry separator naphtha, but if the 
avcnt Will*come "in tothe refinery and buy it, for’ the 
time being it puts them in a position to meet competition. 
MAJOR LIPSET?: when you say "the refinery" you 
are referring only to the special tractor fuel and not to 
the separator naphtha? 

We were selling separator naphtha at the refinery until 
recently ‘but it has been discontinued. We are Now \ Seu I 
separator naphtha at the Turner Valley oil field. 

Cniy "at che wt1e1a? 

That is right. 

and the special tractor fuel only at the refinery? 

We have a few hundred barrels left at the field and when 
that is sold we are going to confine the sale of special 
tractor fuel to the refinery only. 

Wer yor just tell us a Little more about the Premier 
gasoline, we hive heard it mentioned? 

Premier? 

Ye or 

i am glad you asked that question, Major, that is one 
product that we have been viving some consideration to 
eliminating. There is or has been a certain demand for 

@ quality white gasoline and that is why we have continued 


the sale of it. The demand though for a quality white 
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gasoline is declining because the customer who wants a 
white product is willing to pay the price of 3 Star and 
it is quite possible that we may be able to eliminate 
Premier gasoline entirely. It has been given careful 
consideration. 

Q THE CHATRMAN: While we have them listed, would 
you mind stating what the selling price is at the present 
time, if you know, Mr. Halverson, starting with Hse6éo in 


Calgary say? 


A wESSOW LY cents’, | posted) tank wageon) price. 

Q These are all posted tank waggon that we will be getting? 

A Yes) | 

Q Posted tank waggon, all right, Esso, 19 cents? 

m “Yeo? Ss Star 26s; Premier, 16%; Acto, 14; Distillate, 12; 
Diesel fuel, 10. 

Q Separator naphtha in the field? 

A 8% to the consumer with 1 cent off to our agents. 

Q. Yes, special tractor fuel? 

A Special tractor fuel, 9% cents to the consumer, with 1 cent 


OLe tO (OUT (ofencs. 

Q These other prices you quoted are to your agents or to the 
consumer? 

A Posted tank waggon. 

The posted tank waggon? 

A That wold be consumers, our undivided dealers would 
get 1 cent off on our branded products, but not on separator 
naphtha and special tractor fuel or Diesel fuel. 

OF MAJORVEIPSETT: Ferhaps we should have kerosene 
inothe Ligsthexkiprices? 

A Kerosene is, posted tank waggon price, 18% cents. 


MR. FRAVORY: I suggest you cell it "Royalite 


iby 


is) MT tony T ue Rika ie Hi a eS A WC a | 


' at ONY sain Weal I . 1 
we i as y Hp hot aay ; ; ¥ , 
‘ i ae 
eu Lie a ’ Peron "a 
ral » we ; | 
TeV : at | 
\ 
i} : 


aot Levon" 3 ‘Eiae we q te este ee 


ox 


* 


re vin apt 7: aes + ee ee eld oe 
“Oimsbonty ah fi vis ote sai eat: ai 


fo ahi 


ovat ahr apne Puget Ft Oe P sed ie tp. iii Ath 4 


ai te ay ) Be ag Rae | come ae iN Moy ae a 


by | | sccay bev ileal 3 , 5 Poe fw 
(i ESS ana 120 ON as Re tae ea a 


he a) ‘ irbiilpg Be #3 


sacl alae hal jreaanioa ne Peay | Gtk Bahan GA jeilatie 


ont ot tO -Aisso yA (AE ON, oR, 9 ils si Poa ache PH 


C~] 


| 
oO 
Om 
(or 
ay) 

I 


A e 
A. HE. Halverson. 


OS re 


be 


kerosene", because you will find on Exhibit "257" nearly 
al’ of these prices, and that is called "Royalite". 

MR. PLOTKINS: Is there not two grades of 
kerosene or lamp kerosene sold by your comaany? 

Yes, we have an incubator oil. 

Give that to the Commission? 


+ Special grade of kerosene and what is the differential? 


“wR. STEVENS: 4 cents over the Rovalite kerosene. 
WITNESS: t is 3 cents higher than the 


bead 


Royalite kerosene and I u-derstand that grade is being 
Supplied from our refinery at loco. 

MR. FRAWLEY: lir. Halverson, in view of the 
fact that the list you have now given to the Chairman and 
the Commissioner is much more complete than I find on 
Rehpoi ty "eo" wiieh is. all tl have had to date, woulldiivon 
be good enough to file a supplementary schedule to show, 
aly the prices, noc at. all points, but at Calgary? 

Py Ae a ery teen! GO). 

Ma Oi TNS 3 Your Premier gerade of sasolinme, 
Ne. Halverson, you) say is ‘the same as 3 Star but unleaded? 
No, I didn't say that. 

What is, it? 

Tell, there is a lot of specifications but deeling with 
the octane, the octane ranges from 55 to 58, usually up 
around 58. 

Yes, it doesn't contain any cracked sasoline? 

It does not contain any Tetra Ethyl lead. 

Does it contain any cracked gasoline? 


IT do not know about that. 
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Q Do you know whether you can get a water-white gasoline 
with a cracked base? 

A&A No, I do not know. 

Now, would you as a marketing man compare your Premier 
gasoline with Purity 99 and the Lion white gasoline, 

as to quality, or can you tell us whether you are competent 
to do that? 

A Our technical engineer would be glad to give you any replies 
of that nature that you desire, but I am quite positive 
though from looking at the specifications from time to 
time, and keeping in touch with conditions, that the average 
gasoline sola farmers to-day out of Calgary is not comparable 
with Premier. 

Q The avemage,.theat may be true; but, are there avnumber) or 
grages.. there.areia number of grades.on, the market, sare 
there not? 

A There may be the odd grade, there are So many grades that 
I cannot keep - new grades coming on and grades going off, - 
and it is almost imsossible to keep up with them. 

Q True, but is it not also true that your company, that 
you put a different price on your tractor fuel than you 
do on your Actc? 

& But I amreferring to various gasoline products, there 
are tractor-grades and there are other grades, but I do 
make the statement that the average gasoline sold to the 
farmers to-day is not comparable with the Premier. 

Q Inst is right, end I agree with you. Now, you say you sell 
the naphtha and tne trac’or fuel to your acents rather 
than---- 


TH: CHATRMAN: i just do not understand, it may 
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not be important, but why, as I understand it, it costs 

something to lead a product, 3 Star is leaded, how does it 

happen that 3 Star and Premier are the sare price? 

Because our distribution costs on Premier are much higher 
on account of the ingdequate tankage and what we save 

On lead----- 


You lose some other way? 


“@ lose on transportation. I will give you the exact figures 


on that. 

NG, 1) JaSt wanted wsome "idea why ? 

The transportation on Prenier gasoline to-day for tank car 
rate, 1S about .92 per gellon, as { recall Ae and that is 
One reason why we Seren aide it off the market. 

rie, < LO Tens: But there is a vreference in the 
GOunury, "especially Dy fermers, Mr. Halverson, forisuchia 
White gasoline, over a coloured leaded gasoline? 

Very negligible to-day. 

Why is there such a preference; in other word$, why are 
you ‘sertine Lue 

4s I say, that for a while there was a demand but it is 
dying ont and to-day it is negligible. 

Now, would you dispute this statement that the preference 
is due to the fact that the average farmer can take the 
white gasoline and sell it, use it in his car, use it in 
his tractor, use it in his lamps and clean clothes with it, 
in other words, he does not have to buy four drums or four 
different cans? 

You are quite correct, and that is one of the reasons why 


we have retained Premier gasoline on the market, thet it 


is an utility gasoline which can be used in lamps, whereas 


a ede So Okc Ya ; rer ec 
4 Ta Py MES i RC. | | : 
. ; te NN A a aie 
gam en Peat eee 


* 
rN *e : 
i & 
| esa e 7 ye 
_ | ats wv, 7 @ f 
iN ae & . 4 in y hog i 
Sis Seek dation’ : 
{ f 
+ , it 
& 
Spy ELS 
es. | | 
‘. re wi 4) q / ay Vs ” 2 2] 
: 1 M cgle gn ns 
} titers 
| | ch 
oa a sail ’ 
ida if ; ute | 
ic 7 ee ae “ t 
: : | 
| l aie ice 
' ; ay . 7 
id HM . ‘ 
1 3 ' » shy / be 
Vous f oi apt 
< A ’ i 
« ay , | 
, Pei See 
ee nite : 
: 1! ones i ; 
; 1 


L & aN Spun Rvs: 
f yl rec AL Car ay 
, , 


i) ae ‘ 
. i Le y Pants a ey i Gy “one ie ‘ia as 3 sov vy 
tN ! at ia 


bles 4 Bg ts a } t= 7 
| a, AOE TE vt oh 49 | 


"| 4 . 
7p) Y ; 
foes 4 ‘i ‘ » ’ 
: i es 
j cca | | ot 
' Sa . d i . | 
us ty has rt Bid | 
wy 4 ee Plena hen He tae | 
Ch te Psat 4! 
4 an ( i. Nel iy 1 “ 
Coes : on ; 
cs RS 
“r | 
: oe é i 
Se te : 
aa | | 
; 4 
} t 
a ae oe 12% ity TC eye ‘ann > 
A 4 I 1) , Fi ‘“ 
: s t 
5 = ‘ Ei aN it . 
; eed 
t . i 
en ¢, 4 
4 Fe ; wy “) Ve 
ei tn} . a : : 
byte ‘ ih i Pa) f 
j 
h M h ' 4 \ 
, aS id 
iS gee nN oe 
“ 
(ss ; 
f 
‘ , 
ney ‘ee \ Fes 
¢ = oar Es cate i’ | 
a ee se Typ ee tae A) 
Lda hye ea oer Nae } ! ; 
OI i SAL 


ae 


Cl 
Ja 


oS Fo 


&) 


= 7000, 


- B.. Halverson. 


the 3 Star is not suitable for lamps, that is the reason, 
and I am glad you mentioned that, that is one of the main 
re2eons why we have hesitated to take it off the market. 
So if you did take it off the market that deme will be 
supplied by someone else? 

Or a speeial produtt for lamps. 

That is another product, you have not mentiormwd, by the way? 
Yes. 

You have what is known as a lamp gasoline? 

We have a lighting naphtha for lamps, just for lamps, a 
special product brought in from Vancouver. 

And what is the tank waggon price of that product? 

MR. STEVENS: fee, ab Calgary. 


22% at Calgary. 


MR. FRAWIBY: 224? 
MR. STEVENS: | res. 
MR. FRAWIEBY: Is that the long time burning oil 


or Imperiul naphtha? 


MR. STEVENS: Lighting naphtha. 
1R. FRAWLEY: 24% at Calgary? 
WITNESS: No, I am quite sure it is 224 


and if that is not right we will correct it. 

MR FRAVDEY: Yes, I would like to levees price 
list, I have been putting in Exhibit "257" and I would 
withdraw it and put in one that is more current; I put in 
Bxhibit "257" and certainly thought 1 was putting in the 
current price list effective September 8th, 1938. 

FITNESS: then you first started asking me 
for prices it was quite a long while ago. 


THE CHsaAIRMAN: That ie trie. 
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fA. FRAW OBEY : rneo TS trie, "aniva Cerva tay 
would like to have the ‘latest price list. 

UR DP Lome Ss: Mr. Halverson, the price of 
223 cents though is by the drum? 

By the drum, I presume. 


Sani Wo? 


MR. STEVUNS: Yes. 
MR. PLOTKINS: But most of the sales are made 


otherwise, they are made by 5-gallon tins? 

Yes. 

And what is the price of light ng naphtha in 5-gallon tins 
to the farmer? 

i) werdo Motuiavetthay price with us we can get “it. 
MR. STEVENS: We can get it. 

MR. PLOTKINS: Bo rignt? 

ies SULtIClent to cover the cost.of the container. 
But it has quite a wide spread due to the cost of 
packing and handling? 

Yes. 


(Page 9657 follows.) 
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And the average farmer would prefer to buy, for economy's 
Sake, at least, Premier gasoline, or some similar product? 
I have already stated that that is the reason we are 
selling it. 

a rece it ioe Prece),, cost, of lighting naphtha 

is around pee LB 10n? | 

No, not that high. 

Not that high? 

No. 

Coming back to the naphtha and tractor fuel that you 

sell to your agents instead of alloving them to handle 

the product On the same basis as other products they 

sell to the farmers. What is the effect of selling 

then that product instead of allowing them to carry it 

in their stook, Why do you do that? 

The effect is, I would say, that it rather curtails its 
sales. 

That 1s wright? 

And we do not particularly wish to encourage the sale 

of those off products. As I lave already stated, we wish 
our agents to be in a position where they can buy the 
products from us instead of someone else. 

So that the effect of selling it to them is that the 
agent thereby only buys what he can sell ata time? 

TAG: LS Lent 

Which aoe Be difficult then for him to push the sale 

of these particuler preducts. In other words, they are 
not available to the farmer who comes to the warehouse? 
to have it 


Except to the extent the agent wishes 


available. 


But he has to invest his own money? 
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Yes. 

Has that not the practical effect then of limiting the 
Sale of those products to compstit ive products of other 
companies? 

Well, we are comnetitive on all vroducts, and I presume 
these two products are no exception. 

Is your &gent at any one point by the prices you sell 
these two produets in Calgary and at the Valley, not in 
a better position than any other comyany from a price 
standpoint, delivered? 

No, I would not say s), because anybody else can come 
into Calgary and buy that the same as our agent. 

From the consumer's standpoint, you mean? <Any other 
consumer can come in? 

Any agent can if the oil comoany in question wants him 
to doso. We are not telling other oil companies 

What to do. 

You mean the agent of another company can come into your 
plant? 

No, come into his own plant. 

You say that the other companies alsc have available 
these products or similar products? 


If they so desire. 


Now, with the vroduction of casing head practically under 


the control of your comoany, is it possible for the other 


companies to have or to sell or to stock any such product 


at those prices? 


As Tov ©s separator naphtha is concemed, I pointed out, 


there was a regulation waiech compelled us to sell it up 


to noW,. We would be glad to withdraw that product from 


the market. But it seems as though there will not be any 
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Halverson 


available the way it i going now. They are practically 
drying up. In that case, we will discontinue the Sale 
of separator naphtha. As far as separator tractor fuel is 
concerned, many oil companies operating in Calgary find it 
advisable to sell that fuel ora fuel of similar character 
and as long as the oublic can buy that class af fuel, we 
feel there is no reaso why we should not endeavor to get 
part of the market. 

You have mentioned twice the fact that there is a regula- 
tion compelling you to sell naphtha in the field to farmers 
or consumers, Now has that regulation ever been enforced? 
Well, at various times, we were hoping that it did not 
mean what it said, but we were told it did, and so we 
carried on. 

Was there eVer a orice set for the sale of this naphtna? 
No, but from time to time we were given to understand 

that the difference between the posted price in the field 
and the price we sold to the farmers should be very narrow. 
T am gping to open up another subject. You started to 
sell naphtha in what year in the field? 

About 193C, I believe. I an not positive. 

It was around 1931 or 1932 nossibly. At that tine why did 
you start to sell naphtha, do you know? 


As far. as I know, the Act was not then in effect. It went 


into effect in 1931, ar something. 

Didn't you sell naphtha previous to that’ 

We sold naphtha since we discovered we were supposed to. 
Did you not begin to sell naphtha at the time the other 


producers began to sell naphtha in the field? 


Well, others perhaps had to obey the law the same es we had to. 


* 
4 
th 


3 ‘ oy a ” s . 
he: te 2 saa P saorg 5 co i pat . is “ Sash x 
Lye , ams . a } - : , : 
; ; a : A : bs : ae Z 
"eae Me i : g Sees A es eee aS : x a 
= uy mie ss . ee . Z ae ‘, a ‘ a me 
7 “gt f= 3 = 5 > eS o% coh j ‘ , ? 
~ , \ o F 4 a - phew o Abe oe i rt ae e % 
= ‘i "ie E ten % 4 at = mye 
‘ id . ¥ capt ' » 3 a ; ., 3" 4 
3 - as ‘ > 5 Lf = iyo ign D 2 r . ” 
f : ne uf % paar a ? 
& o = Ed ’ ‘ Eat Z Fi me Poo ) 
+ 2 ys ss “i 
us : 5 : . <a 5 
. ‘ “< # a x 
Ms ant ‘ ao ray “a vee a Fl - 1 aa 
: : ene =< = “ : aK ‘ 
: * Be s 4 
3 i ‘ “ i se 7 . 3 
3 © fe ay ‘ Ss =o cae ‘ 3 : a q Pe 
> t i = oe 3 5 a . . 
oo : oo < as a ra - : . r 
oe, 2 —— Z 3 ‘a . 
2 F F aseee x aon ie ; Ae ee os Sine a = sae 
a, = z 2 = Neen ite a Nant a 2 
eu < j ~ a PG boi 4 . 
, < t L3 2 = “ % 4 9 f 
: : 3 rae om , 
; ae i : eo : ae 
¥ = z . : zs . “ s 
d ei io = oe = t % 7 . t on 
xs eee + . s = z - 5 : 
ws - LI A 3 4 ee fa d ; 
<, « 4 y - — 2 5 . 
= = ~ ‘ 3 a * . Gh - pt 
; ee - ; , . : : ¢. 4 ; - 
3 Bend iS ‘ ‘. pee oe 5 o 3 a ; 
+ = ae oé : rs one y ‘ a i + 
4 ; x : a Bt - \ ae : 2 a 
- a7 Oke é as. 7 - 
Lhd - S E c 2 
e ko ‘ 4 = vig & = are S Focy N 
+ = 
. “x < - ¥ ; % rate = Ses t~ “ 
aR . < ‘ aS are ae ' 
‘asd t : : « eB = a ' 
: * . “s Fay Es bes n aren - . » = 
. : 5 am < Za e poe ~ . : 
zi a $ 3 pos 3 so 4 : v o ‘ 
= t " nea . : - ia 
a 4 res 3 
~ > iad : *. ‘ 
a . 
. : i. is . . - i > - — 
> ‘ BS ues . . 
> ews : 3 * co . r < 
— - + $ x sao . - as < 
ee og e ae ee - oes oS ; - = 
Ps - is : = . 


ue 


- 9660 ~ 


A, E. Halverson 


Q 


No, but I mean apart fran these regulations, there was 
over~production of naphtha that could not finda market 

in Turner Valley at that time, was there not, Mr.Halverson? 
I presme those products might have ben run through the 
refinery and put into finished products. 

But your company prorated the production of naphtha that 
they would purchase from any one producer in Turner Valley, 
when the production excesded the amount that the Imperial 
felt they wanted to buy? 

I am not familirar with it, but I presume we did not buy 
more than we could sell. 

As a result of that action, there was naphtha accumulated 
in the field, and the other producers who could not dis- 
pose of their naphtha, began to sell it in the field, 

is that not correct? 

I do not say that is right, It probably might have been, 
but I do not know at the moment, 

You recall the circumstances, Mr. Halverson, as a marketer? 
I have stated the circumstances, and that is that we were 
under government regulations supposed to sell at the field, 
and we have sold at the field until the present time, when 
there is very little available and we may discontinue it. 
Whether or not other people sell it at the field, and what 
price they sell it at the field for, is a matter of researm. 
I would have to go into that. Tf can say definitely our 
purpose in selling at the field was not to embarrass any- 


one. It was simply because we were supposed to do Lt. 


You make the declaration it was not to embarrass anyone. 


We have only your word for it? 


I have given that under oath, 
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A, E. Hal verson 


Q I understand. Now, the produvers endeavored to sell 
what production they had right to the farmer, and they 
proceeded to post a price &t which they would sell to 
anybody, and your company met the situation by doing 
the same, is that not correct, about that time? 

THa CHAIRMAN: Break that question up. 
Put the first part first. You are making a statement. 
The Witness may accept it or he may not. 

Q MR. PLOTKINS: A condition developed in Turner Valley 
where the producers began to sell their production of 
naphtha to the farmers and the consumers direct. Is that 
not a fact, Mr. Halverson? 


A We sold naphtha to farmers direct in the Valley. 


a} But the producers, the independent producers, not your 
comp any ? 

4A They did sell, yes. 

Q And your company sold naphtha to meet that situation? 

A That is right. 

Q Why must producers go out and sell their naphtha when 


your company stood ready to pay what at that time looked 


like a very god price for naphtha? 


A I presume it suited theiy purpose for some reason or another. 
Q “asn't it because your company was not prepared to purchase it? 
A I cannot say. 
q As a result of that situation, naphtha sales began to out 
into the refined gasoline market, did it not? 
£ To some extent, yes. 
Q In fact, to an appreciable extent, insofar as Alberta 
was concerned? 
A For a while, it was quite a sizeable volume. 


And your company found themselves in a position of having 


we 


of 


‘ 


A. E. Halverson pais 
numerous competitors for that market, at least for the 
time being? 

& Yes. 

Q Your problem was how to meet that competition, the same 
as any other competition? 

A YeSe 

Q De you know if at that time you were directing the policies 
of the Regal Oil Refining Company? 

A Not to my knowledge. 

When did you begin to direct the operations of the Regal 
Oil Refining Company? 

A When we took them over. In 1935 we issued instructions 
to our Alberta management at Calgary and Edmonton that 
we were taking over tne Regal Oil and we took over the 
service stations. We closed a lot of the bulk stations 
and moved the tankage and at the time it was open and 
above~board. 

Yés? 

b ike dhekruuen sions? Weblt out to our management which I c@ 
file as evidence, if you so desire. 

Q Previous to you officially taking over the properties 
of the Regal Oil Refining Comapny, were you not, through 
your Toronto Office, or you personally, directing the 
operations through the Manager of the Regal Oil Refining 
Company? 

A I was not personally, directly or indirectly directing 

the Regal, and to my knowledge, no one else was. 

2) Well, I accept that statement. So that you had nothing 
to do with the Regal Oil Refining Company, proceeding to 
sell Turner Valley naphtha end variations of it, to the 
farmers, without collecting the tax, the provincial tax, 


which at that time, I remember, was 6¢? 
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A I had no more to do with their operations that with the 
operations of the Lion 0i1 Company, 

Q All right. Do you know that at that time the Regal Oil 
& Refining Company quemuncd wne Tight of the province to 
collect a tax on that particular product? 

A Nos, + “do onotviirecall that. 

Q Do you know that your company was compelled to also refuse 
to pay the tax on a similar product in order to meet that 
competition? 

A As far as I know, and I would like to check up on this, 
at no time have we refused to pay gasoline tax of any 
kind in the province of Alberta. I do recall your name 
as being prominently mentioned at one time, but as far 
as the Imperial is concerned, I have no knowledge or 
recollection of our company at any time endeavoring to 
set aside or to evade any gasoline tax in this province. 

Q, It is not a question of evading, Mr. Halverson, it was 
a question of the definition of what was taxable and not 
taxable? 

& T made it comprehensive. I said set aside or evade. 

Have you any knowledge of the fact that the Provincial 
Secretary's Department endeavored to collect some $400,0C0.00 
or $500,0CC.00 from yourcompany as well as other companies 
to cover the sale of those products that they claimed were 
taxable in the year 1932, if I remember right? 

A That is certainly news to me. I certainly won't accept 
that statement until I check into that. 

Q We will go into that later? 

b I would think I would hear of $400,000.00 or 500 ,000.0C. 

) Do you know that the province md lost that much? You 


never discussed that subject with lir. Trowbridge? 
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At times, I believe, our managememt have discussed 

with him the question of gasoline tax enforcement. ‘ie 
believe that if we are to pay 100 cents on the dollar 
insofar as gasoline taxes are conoerned, that it should 

be enforced against all alike, and that is the only thing 
we have discussed with him to my knowledce. 

You have no recollection of discussing, in that particular 
year, the claim of the apvernment against the tnmerial gil? 
I have not. 

With the situation as it existed then, where navhtha and 
mixtures of naphtha with other products were being sold to 
consumers through the pump, through your ow pumps, without 
collecting a tax, what took place in Turner Valley insofar 
as the producer was concerned? 

TH:: CHATRMAN: Tne Witness says he knows 
of no occasion on which they did not pay the tax. You 
included in your question the assumption that his pumps 
sold products on which a tax was not paid, Mr. Plotkins,. 
MR. FLOTKINS: © Possibly on that subject 
Mr. Stevens is very much more familiar with that episode, 
and it may be IT had better leave it to some other time. 

J think perhaps to save time, if I may suggest it, I wll 
look into that very carefully, and whatever the facts are, 


I will be glad to give it in evidence. 


iim. PROTKINS : That is a marketing 


problem, and nothing to do with refining, Mr. Chairman. 


THE CHATRIWAN : Quite so. The Vvitness says 


ake 


he does not know about it, at the moment. You might as 


well drop it at the moment. 
MR. PLOTS: Now, coming back to the advisability of 


using underground storage as against the big tanks. I 
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Motice here that youl comvany in the year 1938 

according to the government returns sold, Imperial Oil 
Limited, Edmonton, 24,203,000 oda thousand gallons in 
1938, is that correct? 

I would think approximately correct. Ths Commission 

has the figures on that. I tabled that in my brief, 
Which represented 30.9% of the total. Would you accevt 
that as reasonably correct? 

Approximately oorrect. 

Tonotice inithe-year 1937 you company sold 22,152,000 
odd thousand gallons. That is approximately right, 

Mr, Stovons? 

MR. STEVENS: Approximately, yes. 

MR. PLOTKINS: That represents a wercentage of 33.65%? 
Yes, approximately. 

So the trend of your distribution is dow in general? 

It was last yeer, yes. 

Has it been for the last three or four years? 

For a while it went up a bit, and then it went down again. 
What does that mean to your country distributing facilities? 
Does it not mean your efficiency factor for each olant 

is going down? . 

No, it does not mean that. It means that we are not 
getting our share of the increased @nsumption. Our sales 
were up over the year before, but of that increased 
consumption, we are not getting ovr share ofeityvand) that 
is our problem. That is because of more oil companies 

and what-10t. But we ore doing as much business and more 
than we did the year before. 
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Per outlet, it would be going up because our volune 

each year is ging uo. When you speak of the percentage 

of the available, you are dealing with a different matter. 
Per outlet, you say the volume would be going up? 

It would seem sc. When you sell 3,000,00C gallons more 

than you did the year pefore, 

Yes? — 

THE CHAIRMAN: .The same number of ouvlets? 

Yes, practically the sane number, because we are not 

going in for new outlets. 

MR. PLOTKI"NS: Is not an increasing vercentage of that 
particular total going to the motorist from year to year? 

I mean the relationship between the total sales to 
motorists through service stations as against the relation- 
ship of sales through your commission bulk plants, is 

going down? In other words, the motorist volume is going up 
in percentage, and the farmer trade is going down? 

I gave the figures yesterday which indicated that our sales 
of Acto and distillate were down 3% last year. 

So that the percentage or at least the volume per day, 

per month, per year, at each one of your outlets, commission 
outlets, is on the average going down? 

No, that is not correct, because it is more than made up 

by our increase in other sales. 

What sales? 

3 Star and Ethyl, and other products. Our sales last year 
over all....cee.-and it would be interesting a little later on 
to get a few competitive figures...+...-.but our sales over 
up 17% on white products, so that would 


all last year were 


not indicate our average sommission throughput was going down. 


You say your average sales or your total sales went up 17% 
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last year? 

A 17%. 

Q What sales? 
MR. COMMISSIONZR LIPSITT: White products. 

A That is our direct sales exclusive of eliminated gallonage. 
By eliminated gallonage, I mean the products which were 
shipped direct from the refinery, such as bunker fuel oil 


and asphalt, in tank cars. 


(Go to Page 9668 } 
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E. Halverson. wae ha 
MR, PLOTKINS: These figures of 24 million 


and 22 million, are they not direct sales? 

Poeve oul the tyes sales here.’ I) thought 1 was 

dealing with 1958. Cur total gasoline sales last year 
GEVeGe Wenec ol Oo ,o0l wallons. I did have the 1937 
figures but I found I needed so many portfolio books that 
In Lera them Out. 

How do you arrive at the conclusion theu, Mr. Halverson, 
it is up 17%? 

Ye have a form known as 404, monthly sales, which breaks 
it down by different products, and the total of -whole 
products, exclusive of eliminated was 17%. Lust year 

(Oo, COL perros; the year previous’, 660,641 barrels, an 
inerease of 105,220 barrels or 17%. 

Has that any relation to what goes through your 

bulk plant or: does it incirde various other types of sales? 
That takes in Calgary and Edmonton. 

20 that it does not refle2t the relative position of your 
country commission plants one year with the other? 

Pte) Stratos, oul our comission sales were up 17% last 
year was well. 

Including 3 Star and Esso? 

That is what I said. 

Is that common tO farm products, because they are the ones 
you deal with principally in your view as to competition? 
Our agent sells both farmers and dealers an’ his total 
remuneration, it is his total throughput that warrants the 
agency. 


You would not agree that your gallonage through your country 
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stations, represented by farm Sales, is going down? 

A I have already said on, I imagine, five occasions, that 
Our sales of farm products, if you call Acto am distillate 
as such,was down 3% last year. I have further stated 
Our commission sales as a whole are up 17%. 

Q You inelude in the farm products naphtha and tractor fuel 
that you sell to meet competition? 

A Not, if it is delivered from the refinery. Theat is eliminated 
gallonage. 

Q If your gallonage is down 3%, the farmer gallonage, it 
would mean that at least that equipment that is catering 
to that farm trade is gradually being used less and less. 
.In other words, the overhead, the volume, the turnover 
is not increasing? 

A Ido not think 3% would make any aypreciable difference 
in the cost last year and perh&ps this ysar we may do a 
little bit better. 

Q Is it not reasonable to assume that because of the multiplicity 
of the products that you are not carrying or not attemoting 
to carry any carload amounts at each one of these commission 


agencies of these various tractor fueis and various farm 


products? 

a wie GO not ghip. um carioad. We either ship by rail or 
truck. 

Q When I Say carload I mean tank cars. In other words, you 


have not a big tank for each one of these products at each 
one of these agencies? 

A i have already stated we are very much in sympathy with 
the fewest number of brands thet will servee the public need 
but even with the least number of brands you are going to 


have products, special products like kerosene that the farmer 
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requires and what we have in mind, that instead of putting 
in 113x20 storage tanks for slow moving produets or low 
volume products we would probably put in storage tanks 
of about 4,000 zallons each. In other words, if the 
disparity between rail rates and trucking rates continues 
in the Calgary area here we can take some of those storage 
tanks within 50 miles of Calgary and we could bring them 
in to the refinery and we could refabricate them into 
4 tanks of 4,000 gallons cach and instal them at a cost 
of $230.00, which is far more cconomical than putting in 
underground storage. In that case Peace River and Grande 
Preirie and Vegreville will be able to move products direct 
in compartment tank cars and cut down interstation transfers. 
But that presupposes two things. One is that we are going 
to truck out of Calgary and that depends upon fubure rail 
rates. If we do not use that tankage it will mean a new 
capital investment and we naturally have to figure the new 
capital investment as against the savings to be made in 
transportation; 

Q Can you tell us, Mr. Halverson, how much the average 
commission station is now handling in gallonage, say 
compared to five years ago? 

mo. oO. J gannot teli you. 

9 Would you say it is down? 

A No, I would say it is definitely up. In that connection 
there are two reasons why it is ». 

THE CHAIRMAN: | You are making some point of 
this, of course, in time? 

IR. PLOTKIN: Yes, it comes down to this 
question of underground storage versus their type or 


marketing. 
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There are two reasons why it is up. One is at one time 

we had as many as 419 agencies, bona fide agencies in 
Alberta. That has been reduced to 284. That is one 

reason, and the other reason it is up is because every 

year our sales have been going uD, our total sales have 
been going up and the number of our agents have been 

going down,so it is quite obvious the average ver agency 
must have gone up. 

Then the trend is because of the smaller percantage of 

the markets going to your company that you are consolidating 
your distributing facilities to cut the costs of distribu- 
tion and meeting competition? 

Not necessarily. You are assuming in that statement our 
gallonage is going down. Our gallonage each year is going 
up and so long as that gallonage is going up there is no 
particular justification for closing stations, unless they 
are uneconomical in the first place. You are confusing 
percent of the available with increase in gallonage. 

That is what I mean. ‘Your gallonage is going down in 
relation to the offerings and because of the increased 
competition compelling you to reduce your marketing costs 
you have found it advisable to consolidate your distributing 
facilities and that is still proceeding, is it not? 

In Alberta, as elsewhere, we are endeavouring in every way 
which is workable to reduce our costs of doing business. 

Is not the principal way of reducing costs to eliminate 

as many outlets as possible and consolidate the marketing 
facilities? 

That is only one way, and as I pointed out in the Srier, 


it is quite an easy mtter - and I hope to deal with it when 
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the Leduc cross-section comes up, that withdrawing an agency 
instead of reducing the cost mey increase the costs. 

But, Mr. Halverson, you have told us in the last few years 
you have eliminated some 200 agencies? 

We eliminated those we felt we were wise to eliminate. 

Is it not conceivable there might be some yor would still 
deem it wise to eliminate? 

If there were we would have eliminated them last year. I mean 
that is supposed to be our job. 

With the turnover being supplied with a numerous number of 
products, the underground or the small tank, and the small 
deliveries to each one of your stations, would inerease the 
turnover per product, would it not, the turnover insofar 

as that station is concerned? 

I imagine if you had a 500 gallon underground tank to take 
care of a heavy farming community you would have 4 very 
rapid turnover. 

Within reason, I am asking you if that principle is sound? 
It is not sound unless you have an absolute assurance of 
supplies during the peak season. Furthermore, the cost 

of underground tankage per gallon is rather expensive as 
compared with the other method. 

For the present though, Mir. Halverson, would you agree that 
there is a definite relationship between the cost of 
marketing and turnover? 

There is some relationship, of course. 

It is a definite relationship? 

Because if there is turnover there is volume. 


I mean the cost per gallon of producing and refining am 
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E.Halversons 
marketing a gallon of gasoline, does it not go up if you 
only turn over twice instead of twelve times a yeer a 
produc t? 
Instead of dealing with theory, deal with facts. Our direst 
charges last year, depreciation and taxes and all dircct 
Olerpesosuey ry Kind) everaced’ 51's r felton at. ell our 
commission stations. That is half a cent a gallon. If we 
eut the investment in two and then we would be really going 
come thet would méan a quarter of a cent per gallon. So (1 


am dealings in specific figures now instead of generalities. 


(at this stage the Hearing was adjourned until 2:00 P. M.) 
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THs CHATiLN : Gentlemen, we are socewhat 
late but we think we have been usefully employing our 
time and I want to say now if it meets with the conven- 
lence of everybody concerned we propose to rise at half- 
past three today and sit at 10 o'clock tomorrow morning. 
MRe FRALEY: Guite. 

LRe NOLAN: DO you want me to say sone- 
thing about it, of course anything thet the Commission 
desires meets with our convenience of course. 

TH CHSIK.AN: That will suit you, mr. 
Plotkins, also? 

LiRe PLOTEINS: Yes. 

MiRe FRAVLEY: Now, i.%¢ Chairman, I have 


made an arrangeient with ix. Plotkins, who tells me he is 


not finished with his cross-exanination, that I should in- 


tervene now and cross-examine :.r.- Halverson and ire Plotkins 


will follow me then. It may be that I will heave covered all 


of the points he had in mind but if not he will have to. con- 


tinue. 
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ALFRED &. HALVGRSON, having 

been recalled, examined by iir. Frawley, said: 

Q MRe FRAWLEY: Now irs Halverson, I am pro- 
posing to question you chiefly, to get on the record some 
elaboration of your written submissions so that it will 
be on the record for Dr. Fry and iir-e Gottle, so that when 
Dr. Fry makes a submission some time hence, he will be 
dealing with matters that uppear on the record and not 


only in the review of your written subaission and perheps 


in conversations with yourself and your staff? 
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A Yes. 

Q It may be that I will be somewhat helter+skelter as to 
the order of this discussion but I hope £0 cover it all 
in one fashion or another. I will try to deal with the 
question of marketing operations first, Exhibit "314", 
at page 12, you speak about free dclivery to farmers 
and you make the observation that you think the discon- 
tinuance of that policy would meet with disfavour, how 
did it ever come about that the oil companies mede free 
delivery of petroleum products to farmers, when as I 
understand he gets no such service from, with respect to 
any other of the goods which he requires on his farm? 

A Well that is one of the things that largely grew, I 
imagine. Quite a few of the agents would have trucks for 
other purposes and they started delivering and then to 
Bome extent some other competitive agent would start de- 
livering and the man who delivered got the business and 
it accordingly grew until pia etating demanded that kind 
of service and it is nothing unusual of course in Alberta, 
I might mention, and I am only mentioning this as infor~ 
mation, that the same practice is current, entirely our- 
rent in a place like North Dakota, Minnesota, South 
Dakota and Montana and incidentally, tne other day bo aid 
not mention, to the Commission, that the Stendard Oil Com- 
pany of Indiana and otter large companies in Oklahoma, it 
ip 2 cents per wine gallon and in addition to that they 
give their agents $44 a month to take care of this truck~ 


ing operation, su our question of making delivery free to 


farmers here is lessa--~- 


Q THE CHALRMAN: What was the lase« allowance? 
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¥44 a month allowances goes to trucking and 2 cents per 

wine gallon. 

In addition? 

Yes. We feel----+- 

Where is that? 

That 1s North Dakota and South Dakota, and as I state in 

my brief it can be discontinued of course but I beliove 

it would be regarded with disfavour and unless there were 
regulations prohibiting it, I think competition would make 
it necessary for us to continue it. 

MR. FRAWLEY: Of course if there be any real 
Oriticisn of it it is that. you ae gsnabled to do thet out or 
your general marketing spread to which the city consumer 
contributes and gets ne benefit for it. I just wanted to 
know if it is clear, when I say the service station price to 
your company, or eliminating the retailers’ spread so as not 
to bring that in at tho moment, when I pay the posted tank 
waggon price in Calgary and in Edmonton, I am providing you 
with the money with which to make 10 or 15 miles free de- 
liveries into the country from country stations, now that is 
the only angle on which it is important, now what do you 
think about that? 

Well undoubtedly that service costs something. 


NOB ; 
And as I stated in my brief if wo discontinued free delivery 


it would reduce our marketing costs outside of Calgary and 


Edmonton by 1/2 cent per gallon. 


0} _Xes, yes? 


A 


But there are certain intangible advantages, for one thing 
these agents when they go out with their trucks are able to 


pick up our steel barrels, we would not have nearly enough 
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barrels today to take care of our business if we did not 
have these trucks because they keep the barrels moving 

and they give many services to the farmer besides merely 
delivering. At the beginning of threshing, as I mentioned, 
they pick up his wheat and bring that in and they supple- 
ment their own earnings that way and they are a real accon- 
modation to the farmer as well and by having these trucks 
they are able to use these trucks for other purposes and sup- 
plement their earnings and it is questionable if they had no 
trucks at all, it is very questionable, whether they could 
do business for 1 cent per gallon flat. shen I assuma@ there 
would be a reduction of 1/2 a cent I may have been assuming 
too much, for even if they were not delivering to farmers 
they would still have to deliver to dealers. 

Well you say they would still have to deliver to dealers? 

I would think so. 

But that is not the same kind of distribution? 

No, bet they would need the trucks for that though. 

Yes? 

And if they didn't have a truck they could not supplement 


their earnings and perhaps they would need more commission. 


It is a big question. 


But if you put every farmer on a cash and carry basis, make 
him come in and get his gasoline supplies, just the same as 
he has to come in and get his repair parts for his binder 
when he breake down in the Fall, as he has to come in and 

get his week's supply of groceries, couldn't you save market~ 
ing costs? 

I mentioned that theoretically we could save L/e) a. bent @ 


gallon although I doubt very much if it would be that much. 


It is only the accumulation of these savings that is of in- 


fo 
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terest ultimately? 
£ Yes. 
— 
a) I mean one particular one does not mean anything, and I 


an just wondering, I want to be clear first as to whether 
there is anything in my suggestion that the tank waggon 
price charged in the city and a good deal of the volume is 
got out of the city, that that helps to pay, where there 
is no delivery, helps to pay for that other free delivery? 

LA In a way that kind of reasoning is not quite correct be- 
cause we get an extra cent from the farmer to cover that 
gervice so the city man is not paying it. shen we deliver 
to the farmer we get an extra cent to cover that extra ser- 
vice, an extra cent per gallon, so the farmer really is pay- 
ing his own way/hna at certain times of the yvear the farmer 
is so busy thet he does not want to come in 8 or 10 or 15 
miles to pick up a couple of barrels of oil, not every farmer 
has a truck and for a farmer without a truck to come in say 
a distance of 12 miles-~-+- | 

a} Yes I know? 

£ It is a real service. 

Q You see the wan in the city goes on a cash and carry service, 
I drive ny car into the station and pick up my gasoline, but 
you, the oil company goes out 10 or 15 miles, about how far 
are you going out to make free deliveries to farmers to coun~ 
try points? 

A I tried to figure out the average size of our agency and IL 
will say it is about 12 miles by 18. 

Q You gee I am not advocating that you either should or should 
not continue or discontinue this present system but ITwant to 


see if I can find out where the money is coming from to enable 
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you to do this and it suggests itself to me as coming 

in your spread between your refinery door price and your 
tank waggon price. 
THs CHATHwAN: ‘the witness suggests the 
farmers pay 1 cent more to cover that, 1 cent more which 
covers the cost of the delivery charge so that the farmer 
is carrying himself in that respect, that is the suggestion 
you have offered? 
That is right, he is paying his own way and as a rule the 
farmer deands that service and wants it. 
wifi JOR LIPSSTT: But in connection with that, 
wre Halverson, is not the price that the farmer pays only 
1 cent more than the net cost to the undivided dealer? 
That is right. 
So that the dealer is not only handling, in the case of the 
farmer on the 1 cent commission as against his ordinary 2 
cents but he is delivering in this 12 by 18 «mee in cdeition, 
is that not correct? 
That is correct in our case. ise try to serve the farmers 
through our agents. Other companies who do not have bona 
fide agents and by that I mean the company's inventory 
and vhat-not, they give more than a cent, they give the 
dealer a cent and a half or 2 cents to serve the farmer but 
in our case it is not necessary because we have the agents 
equipped to give that service. 
But I was rather trying to get a little further light on the 
suggestion that by paying this cent the farmer was paying 
for delivery, that could scarcely be correct, COWL e2b. ak 
the agent is only getting 1 cent commission? 
He is getting m extra cent per gallon when he delivers to 


the farmer over and above that which he gets when he delivers 
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to the dealer and the farmer pays the extra cent go it is 
just a saw-off. | 

Q £ am not sure I quite follow that, I thought this cent was 
1 cent only over the price trmt you charge to the undivided 
dealer? 

A That is our price to the farmer, that is correct, 

Q 8o he gets it on the same terms as the undivided dealer if 
you allow 1 cent for delivery? 

A Yes, it works out that ways The farmer buys at the same price 
as the undivided dealer plus 1 cent which covers that 1 cent 
for delivering. 

Q THa CHATR. AN; If you ask that 1 cent for de- 


livery, it puts him in the same position as a dealer? 


A Yes. 

Q An undivided dealer? 

ra) Our net on both classes of business is exactly the same. 

Q THE CHALRMA N: Now ive Cottle has been strug= 


gling with a thought frou what I can see, what have you in 


mind, Mr. Cottle? 


MR. COPTLE: It is quite all right, sir. 
THE CHATRuAD: All right. 
Q Re FRAWLEY: You receive net for the gallon 


which is sold to the farmer at Galgary 16% cents? 


B That is correct. 


Q And you receive net for the gxllon you sell to the undivided 
dealer in Calgary 16% cents? 


a That is correct. 


Q And you receive net for the gallon you sell to the undivided 


dealer 154 cents? 


A That is right. 


Q@ But the wan who pays the 15% cents gets it delivered to hin, 
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that undivided dealer of yours? 

ri) That is right. 

Q If I had a service station operating on your gasoline awsy 
up on the Worth Hill in Calgary, I would get delivery, I 
would pay you 153 cents and you would deliver it to me? 

A That is right. 

Q And if I am a farmer 10 miles out from Calgary I pay 164 
cents and I get it delivered to me? 

A That i8 correct. 

Q And if I am one of these odd, rare dealers, who are divided, 
I get it delivered to me and I pay 163 cents? 

dA That is correct. 

4) Now why do you say the farmer is carrying any part of that, 
I am perhaps a little thick headed about that? 

A The farmer pays 1 cent per gallon more than the undivided 
dealer. 

Q Yes? 

A And whem our agent delivers to the farmer he gets 1 cent 
per gallon more commission so that extra charge of 1 cent 
commission is taken care of by the farmer in paying the ex- 
tra cent per gallon. 

Q 1 cent of the 163 that he gives you, you pay to the agent, 
that is what you mean? 

£\ Yes, if he delivers to the dealer he only gets a commission 
of a cent, if he delivers to a farmer he gets a commission 
of 2 cents, he sets al extra cent. 

Q@ Yes, but you only net, you only net then 14s on the undivided 
dealer On the Calgary prices? 

A well you are dealing now with the City of Salgary where we 


operate our own trucks. There is no commission in the Calgary 
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City itself but assuming that the Calgary City was on 
commission then we would be getting tke posted price from 
the undivided dealer of 16% cents less 1 which is 15% ana 
the agent would be getting a commission of 1 cent, which 
is 14g and if he sold the farmer he would get the price of 
163 cents less the commission of 2 cents, which is 143, 
exactly the same. 

Q MAJOR LIPSETT: That is to deliver 10 or 12 
miles out? 

A Yes, and we get an extra cent for that. 

Q MR. FRAWLEY: Let us go to ked Deer, the 
posted tank waggon is 18.7 on standard gasoline, and the 
farmer sitting on his farm 14 miles out of Red Deer pays 18.7 
cents and on shat you net 17.7? 

A No, we give 2 cents commission in that delivery so we net 
LG Ps 

Q You have &€ cents delivery? 

A Yes. 

Q And the undivided dealer in Red Deor or in the Red Deer 
district with a garage, pays 17.7? 

ao) Lhat iB right. 

Q@Q And you pay 1 cent, so you get 16.7 on that? 

A Exactly the same so the farmer is Gerrying his own way cas I 
see it. 

Q Well--<+ 

Fal We net the same there. 

Q Then there is no such thing as free delivery to farmers, is 


that a complete Ayth? 


A It is a trade expression, it is delivery to farmers, put it 


that way. 


Q BAJOR LIPSETT: Does it mean, tir. Halverson, 
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that the farmer buys originally at the same price as the 
undivided dealer, that is at your best wholesale price 
and then pays 1 cent for delivery? 

A In fact that is what it means. 


(Go to number 9684) 
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MRi COMMISSIONSR LIPSETT: On that basis, Mr. Halverson, 
perhaps you would give us your vievs ag to whether that is @ 
correct and feir method of doing business or whether it 
involves some discrimination as be tween one el vou ee 
customers and another. I would like to have your views as 
to that. | 

Yes, I.will be glad to. There wes a time in ‘iestern Cansda 
when the retailers felt that gesoline and kerosene and other 
products sold oto the farmer should move through him. At 

this time he was securing more than a cent per gallon profit 
on the sales to farmers. But farming is the basic industry in 
“est and we felt that the farmer should buy at as Low @ 

price as possible and with as little intermediate profit 

to anyone as possible. Therefore, we developed a system 
years ago of delivering or selling direct to the farmer 

at prices very nearly the seme as to the dealer. and the 
dealer today is quite reconoiled to that mettod of doing 
business at points where we have agencies. At points where 
We iis not have agencies they like to be in a position to 
Supply the farm trade. we feel it is fundamentally sound 

to move our products direct to the farmer at the Lowest 

price we can. 

So that the dealer in effect gets a cent commission on the 
farmer sales? 

A dealer just gets one cent, the undivided dealers, generally. 
But I aid refer in my brief to certain deslers who got én 
extra half cent on acto and distillates. They are not 
located at agency points. They are at points where we do 


not have an agent. 
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Perhaps I was not getting your fizure quite correctly. 

I thought the farmer bought at the same net price as yous 
undivided dealer buys apart from the 1 cent for delivery? 
That is in effect what it amounts to. 

MR. NOLAN: That is not guite right. 
“hat it amounts to, but it is not the same starting point. 
The farmer pays the posted tank wagon price plus one cent 
more than the undivided desler but in that tank wagon 
price he is getting a delivery service which costs us 

lL cent. 

MR. COMMISSIONER LIPSST?: .@ have had 16s cents 
which means 15% cents to the undivided dealec? 

Thet is right. 

Supposing that is in existence, that is the figure, 
hypothetically, at some point outside of Calgary, does 
the farmer buy at 16% cents plus a cent or 15$ cents 

plus a cent? 

He pays 164 cents plus nothing. 164 cents is his price. 
And if one presumed delivery to amount to one. cent the 
undivided agents would have no commission buying it net 
at 154 cents and he would have no commission at all. He 
would have to deliver it on that one cent which might 
include delivery and commission’ 

That is right. If an undivided Gesler wishes to sell 

to farmers at our prices, he has 1 cent per gallon with 
which to make his delivery and get his profit. 

I see? 


But our agent gets two cents. 


MRe FRA VLEY: In your brief at Page 16 
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in Hxhibit "614", you discussed the question of over 
duplication of bulk distribution fecilities, or perhpas 
it would be fair to say on your part that you call it 
alleged over duplication of bulk distribution facilities. 
Now reading through your brief I em not able to come to 
any conclusion that you find it possible to close up any 
of these stations. Do you leave the Commission without 
any constructive sugzestion as to closing out some of 
the Imperial bulk distributing plants? 

A In reply to your guestion, we do not take the position 
that 284 is the final figure as the number of agencies 
we need in this province. In our effort to market as 
economically as we can it might be decided that we will 
need 500 or we may need 250. Ve examine each town and 
each problem on its own merits, from the standpoint of 
operating as economically as ve can. I think I can 
perhaps better illustrate it by being specific and taking 
the Leduc area, which would be a cross-section of any 
other part of alberta. 

q I will file this then if we are going to talk about that? 

y) he have agencies at Leduc -- 

Just a minute, ir. Halverson. 


A I am sorry. 


Q This is e chsrt showing the distribution of fuel oil in 
the Leduc district in 1956. That word “fuel oil" should 
be explained. It is perhaps unfortunate. It is a tax 
term. It really means any petroleum product that will 
generate power in internal combustion engines. So it 


means gasoline, distillates of all kinds and all kinds 
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of gasolines, distillates, diesel fuel and everything 
but burning oils really? 

A That is right. 
THE CHAIRMAN: averything but what? 
MR. FRAWLEY: averything but burning 
Oils, furnace oil and that sort of thing. Any sort 
of motor fuel be it an automobile, a tractor or a 
Diesel tractor. 


(CHakT Ih QUESTICN IS Noi, 
iw REED EXHIBIT "320") 


Q This chart, ir. Halverson, is intended to show graphically 
the alleged duplication of distribution facilities in 
Alberta and not having the men here to explain it perhaps 
you can explain it as well as I could. If you will check 
me as to what I understand is the explanation of these lines. 
Vie have at the bottom, Mr. Chairman, the gallonage of each 
of the companies. Of course, that gallonage should be 
Shown there in so many gallons. It looks as if the 
Maple Leaf would have about 60,000 gallons, perhaps more 
than that. Mr. Halverson that is intended to be -- 
perhaps you have the Maple Leaf figure and then we can go 
down the scale from that? 

hs I can get it. 

@ The next is the North Star with something just over 50,000. 
It is very unfortunate, I thought that those people would 
have put the gallonage on in figures. I will have that 
added. at least it gives an idee of the amount or the 
relative amount of gallonage each one sold. The next is 
the Imperial Oil with just under 50,000 gallons. Then 


Gas & Oil Products with oh, perhaps 45,000 gallons or 
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Slightly under 50,000. And then the British american with 
perhaps 40,000 gallons. Lam just guessing as I have to 
because of these lines. And then finally the Great West 
Distributors with a fairly small gallonage, quite small, 


it does not look to be any more than about four or 5,000 


gallons. 
THs CHLIAMAN: Gallons? 
MR. FRA'LSY: Gellons of products. 
G THE GHA IRMAN: Gallons sold in 1938. 
MRe FRAULLY: It is the 1968 gallonage 


but actually the thousands of gallons are not shown in 


numberSe 

THE CHAIRMAN: Take the Great “est 
Distributors. 

MR. PRA LY : The total sales would be 


four or 5,000 gallons. That is the figure represented 
on this scale. 

THE CHAIRMAN: During one whole year. 
MR. FRA! LEY: Yes, it is a small barrel 
station at that point. The lines indicate the route of 
the agent in delivering his products. de delivers -west 
to a customer at this point on the chart, that is out 

in Township 50, Range 26, west of the 4th meridian. 

MRe COMMISSIONER LIPSETT: “hich company is that? 
Mh. FRA Lay: The red is the Imperial 
and so the chart goes for all of the coiapanies. ‘The 
green is British american. Gritish American has just 

as wide distribution almost, no not as much distribution 


West of Leduc, this being Leduc in the centre but it has 
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the widest distribution east. In other vords they have 
customers out here in section 32, range 23. and then 

the furthest south delivery is made by the British 
American also and the furthest north is made by the 
British American. Wo, the Maple Leaf goes slightly 
further north. The saple Leaf is the yellow line. 

The North Star is the orange line. He goes almost as 

far east as British American. Yes, he goes somewhat 
further east. He goes a little bit further west. 4nd 
then the colors in the section indicate one particular 
township that was selected to show the duplicestion in 

the township, filling in all the quarter sections. In 
yellow, it means that the farmer residing on that 
quarter section is a customer of the Maple Leaf and so 

on the chart goes. I intended to ask you some questions 
about that from the standpoint -- 

PHE CHAIRMAN: ‘hat is this map? ‘cho 
Says that is so? How ure we getting the map in? 
Somebody has shown how far the Imperial goes and where it 
stops and so on? 

MR. FRAWLEY: I would like wir. Halverson 
to Giscuss it with me and I will have to bring three or 
four men here who made it. 

THE CHAIRMAN: I just want to get it in. 
Veuneye 2ov it In ofcourse, bul -- 

Mi, FRA LLY: It is like everything else, 
Mr. Ghairman, I expect that the companies will come and 
look at it and say, "se hsve no objection to that." Then 


it will save me bringing I do not know how many mon. 


THE CHAIRMAN: I would think that would be 
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very simple if they wilk do that. 

Mi. Pra Liys “@ Will clear up the 
Imperial now. 

I will be very ¢laq to proceed. 

That chart represents your experience in Zivinz your 
gallonage? 

First of all, I am gisd to have this map. I cannot 

say definitely about whether ov not this does or does 

not cover the area we deliver in but I presume it is 
correct. 

THE CHATRKMAN: I suppose Mr. stevens 
would know. 

Line NOLAN S Could not Mre «tevens 

have an opportunity at the adjournzent of going over 

the map? 

I vould rather deal vith it in a more fundamental vay 

anc then ve can get our limits. But vhether it is a 

mile here or & mile there is not so important when we 
have discussed the entire picture. 

Mr. Frawlcy vants to know if the limits are right? 

I am agreeable to saying it is right for the purpose of 
our Giscussion. A few minutes ago I may have made a nis- 
statement when I said the area of our territory was lc by 
16. I was thinking in terms of distance in one direction 
only. From the furthest end to the furthest end the 
average area, as far as we cén ascertain, is 24 by 36-6 

24 miles by 356 miles “/ Now coming to the question of 
duplication at Toe At first glance I can quite under- 
stand why it vould seem that there is no necessity for us 


to have agents at Calmar, Leduc and Thorsby, three points 
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there in that vicinity. 
Q MR, FRSA LEY: Perhaps I might stop 
| you there. You have an agent at Leduc, at Calmar, 
| at Thorsby, at Millet and at Hay Lekes. ZE would like 
you to bear those in mind when you are discussing this 
duplication? 

A “lie are talking at the moment of the Leduc area. We 
Gan go far afield and keep on going afield but I will 
have to confine my remarks to one area, if you will 
permit me to do that and when I am through if you want 


any more areas I will get the information for you. 


> 


You are now going to discuss duplication at Leduc in 

the light of the fact you have en agency at Calmar, 

which is about -- 

4 ll miles. 

Q ll miles west and another agency at Thorsby which is 
abeut 11 miles further west of Calmar? 

That is correct. 

G And I am asking you to also bear in mind that you have an 
agency at Hay Lakes which is about 6 miles souta and 18 
miles west of Leduc and also an agency at Millet which is 
about 12 miles south of Leduc? 

4 Yes I have Millet but I have not got Hay Lakes. I will be 

glad to get that / Now it would seem at first blush that 

we have more eee there than are necessary. It would 

seem like duplication which costs money and if it were it would 

ye our job to do something about it. But these are the 

facts as we see them. At Leduc our sales last year were 


51,662 gallons, at Calmar 98,126 gallons, at Millet 
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63,460 gallons and at Thorsby 79,149 gallons. The 
freight rete from Calgary to Calmar, Leduc. and Thorsby 
is identically the same, 4.12 cents per gallon. Therefore, 
if we were to use Leduc as the central point and re-truck 
from there, we would have to absorb the increased trans- 
portation cost. No doubt about that. Now at Calmar 
there we have two stor.ge tsnks, one for Three Star and 
one for jActo. ~e have two storage tanks at Leduc and 
a very small one. ‘e have tvo storage tanks at Thorsby 
and by virtue of having these storage tanks we are able 
to make transportation savings,as compared with shipping 
it to Ledue and then retransporting it, of 91,185.74 a 
year at Calmar; of 5945.08 per year at Thorsby. If 
we were to eliminate our egency in Leduc and supply from 
Vetaskiwin our transportation cost vould go up ,5607.38 
per year. Novy let us compare these transportation 
Savings, and I am assuming for the moment that that area 
vill remain on rail, that rail is going to be the most 
economical and I have every confidence it will. Wow 
that freight saving at Calmar of ,1,165.74,which is a 
sizeable sum, comnares with our direct expense of operating 
Calmar of ,222.£1 per annum. Yhe freight saving of . 
567-38 at Ne compares with the direct charges at 
Ledue of $285.57. ‘hen I mention direct charges that 
includes taxes and depreciation. at Thorsby the freight 
saving 5s 945.08. As ageinst that we have direct 
Charges of  d09.76.6 Let us look at the investment for 
a moment. The freight saving at Calmar is i,185.00 


a yeare The investment is 4600.00. at Ledue'- the 
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freight saving is not as great, %567.00, because the 
Sales are not as good. The investment is 5,022.00. 

At Thorsby the freight saving is 945.00 as against 

an investment of 43,182.00. ~® Gonsider that good 
business. Now let us take Millet. At Millet we have 

no tankage. In our desire to reduce the number of 
agencies, we have not gone into Millet with tankago. 
Probably we made a mistake. That is why I say I do 

not know whether 284 is the right number. at Millet 

the rate on Calgary to Millet is 2.88 cents per 

gallon as compared with 2.80 cents to ‘etaskiwin, a 
difference of 8/100ths of a cent per gallon. ‘ie 

could not obviously truck that distance for 8/100th 

of a cent per gallon, but we are trucking at the 

present time. If we were ta put tankage in at Millet 
this is our estimate. Our sales there are 65,460 gallons. 
Let us assume we put in two 13,000 gallon tanks there, 
one for Three Star gasoline and one for Jjcto. 

MRe FRA LiY: How Go you serve it if 

you have no tankage there? 

Ye truck it from ‘etaskivin and that is what costs money. 
If we put in tankege there, to tanks, one for Three Star 
and one for Acto, our freight savings over our present 
method would be $644.60 per yeare Our estimated direct 
charges if we put in those two tanks and the warehouse 
would be $245.00 a year. Our investment would be around 
33,300.00. But the point that we have to look at is this 
that as agsinst the direct charges of 3245.00 a year at 
Millet, if we put a station in we wtll make transportation 


savings of $644.00 and we will be in a better position 
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to give service and we will have a stock there to take 
Gare of requirements during the eee season. and we 
have to examine each point in Alberta on that basis. 

Now let us come to the truck guestion. I realize that 
there is more than one truck operating out of Ledue and 
those other points. There are several trucks operating. 
But those trucks are not full time trucks. 

THE CHAIRMAN: You say ae regard to 
this situation, before we leave that, that what you 
have said with regard to the Leduc area is typical of 


all country points. 


4 It is typical of all country points. 

Q In the sense you have to examine each one? 

4 Yes. 

Gq Snd you have found it profitable, in marketing , to have 
the stations you have? 

A Yese 

*) In order to serve the territory in which these stations 


are located, it would cost you more to ¢o it from a 


central point than in the fashion in which you do it. 


( Goto Page 9695 ) 


3 : = : 
*; : 
PS ‘ . 
a eas ei 
‘ ie i 
(ss E 
° . 
- set = 
: 
: ; ; 
glia : 
es 21 eee : . 


e 
: pe = 
‘ 
: On 
« 
ree pom 
‘ e E 
, 
‘ 
. 
: iar 
see 
esi es 
“4 


ne 


a - 9695 - 

A. &. Halverson 

A Thcle) Lehr etehitiy, wes, T say that very definitely, and that 
is our information based on our research. 

Q@ You say the Leduc area, just pointed to, is illustrative 
of the situation throughout the provime? 

A That is right, 

4) That each one has come under your personal supervision? 

A Yes. 

And you have given each consideration as to whether there 
should be or should not be a station? 

A Yes, throughout the West, 

a) And for just such reasons.as you have given, you think 
it is economically sound they should be there? 

A Yes, 

GQ And it is ming to cost you more in marketing if they 
are not there, and they are elosed up? 

A Yes, sir. ‘With the exception of within 100 miles of 
Calgary, where, with the present disparity between rail 
and truck, it is more eoonomical to truck direst from the 
refinery. We feel, as I have said before, that is a 
temporary condition, but if it is not, then we will have 
to make arrangements in that area to truck direct. Now, 
coming to the question of the trucks. As far as our agents 
are concerned, the one at Millet is a full-time agent, 
Apparently, he is making a living out of our agency there. 

Q Excuse me, again, if I may deter youa little more» All 
you have said pre-supposes that the farmer should get 
delivery, and in fact he is presently paying for his delivery? 

A That is right. 

Q It is not loaded onto the city man’ 


That is right. 
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All right. These considerations would not apply if you 


& 


did not have to make delivery at all. Then he would just 
have to coe a bit further, to Leduc, for his goods, or | 
some other central point, if the view were accepted, | 

as Mr. Frawley tritely puts it, of a cash and carry plan, 

f I wanted to put it this way, that discontinuing free delivery 
would not affect these savings that I have spoken of unless 
we closed up so many agencies that a farmer from 50 miles 
would have to go in to Yetaskiwin, and I think that would 
be the kind of service that the province would not want, 

If we were to keep agents at reasonaple distribution points, 
and discontinue the free delivery, the cost of transporting 
it from. Isduc to Calmar would still be there, because you 
would have to move it to Calmar. Jt would not make my 
difference whether it was free delivery or not, you would 
still have to transport it there from Ledue to Calmar, 
instead of moving it direct by rail.//Now, coming to the 
guestiom of trucks, I think I should carry on, Our agent 
at Millet, full-time agent, devoting his full time to our 


business. Our agent at Leduc is in the implement business, 


Our agent at Calmar is in the implement business. Our agent 


at Thorsby is in the implement business. The British. American 


agent at Leduc is a garageman. ‘The Gas and Oil froduots at 


The Union Oil, implements; Maple Leaf, 


Bri ti sh 


Leduc is a garageman, 
garage, At Millet, the Maple Leaf agent, garage. 


American, implements. At Thorsby, the British American agent 


is a barber, The Great West Distributors, an implement agent. 


Hi-Way, trucker and dealer. Calmar, British American, hauling 
from Calgary. Maple Leaf, Calnar, implement agent and trucker. 


THE CHATRMAN: There are not any lawyers? 
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aven a lawyer needs a barber once in a While. The reason 

I mention just whet business these ahs are in, is that 
it has a real detipits ‘bearing on trucking costs, Most ofr 
these agents have trucks, anyhow, and they are only using 
them part-time in the oil business. I have had men who 

have given some thought to the thing in the face of dividéd 
business, that assumed that the entire expense of all these 
trucks is charged un against the oil business. That is a 
most erroneOus impression, because these trucks, the garage- 


man has a truck and he is using it for his various pugposes. 


When he wants to make a delivery to a farmer, really all he 


is out is the cost of the gas and oil to deliver it theres 
The implement man needs a truck for various business besides 
the oil business. Another angle is this, that regardless 

of whether there is one truck or five trucks, the maximum 
commission we pay is 2¢ per gallon. ‘We find that at points 
where we have no competitors, where there are no other trucks, 
even at points such as that, our agent requires a commission 


of 2¢ a gallon to deliver, Because there happen to be three 


or four truoks in a community, the consumer is paying no more. 


He is just vayine 2¢, the same exactly as he is where there 


is only one truck. Because that is the least he can do 


business for. And we find this in a conmunity as sales 


increase that one truck ceases to be adequate, or we will say, 
one truck is to be used full-time, and then it ceases to be 


adequate, and you have to get a second truck , his expense 


goes uv, and he still requires his 2¢ per gallon commission, 


because he has to get a second truck and a second man. 


We find from experience that a part-time agent can truck 


for 2¢ just as easily as the full-time agent or the man 
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Who hires somebody. So this duplication in trucks, 
pert-time trucks mostly, is not adding in our opinion 
to the expvense that the farmer has to Dey ie) I any seventies 
whether there is one truck or five trucks, it is now 2¢ 
per gallon commission. A 

eG Now, coming to just 
another angle about duplication. 
I do not think your mind is directed to what is in my mind. 
prieb, ii ovOUuwauy- tO 20 on and finish... ..- 
ete. et) Oireg tine my mind to ‘as a Director of the company 
is, whether there are any methods by which we can reduce 
Our cost, 
Yes? 
Or whether there are any services that are unnecessarily 
Potreavagant¥or COsaly... liam, just trying to point out that 
these trucks are not costing what they seem. Now, you can 
take one community, but we have to look et the victure more 
or less from the over-all picture. For instance, there are 


two service stations, one on each side of this Court House. 


You might assume there were one thousand in Calgary, judging 


by that. But there are only sixty some. ‘We have got to 


x at Se A ; a 
think in terms of averages, to some extent. As to uneconomic 
practices, our direct expenses for Bl sO bulk station 

: 4, ers + % =f oO 
distribution, as I have mentioned before, is. .pS¢ a csallon, 


As against that, there are tremendous tronsportation savings. 
So I feel our vresent system enables us to reduce cost, 


which in turn, enables us to sell ata lower price. 


(Co to Page 9699) 
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A Now, I hesitate a bit to introduce this, but I think I 
should. A great deal of attention has been directed to 

the oil industry and in fairness to the oil industry I 
think I should mention that other industries are fairly 
similar. For instance, at Ledue there are 4 elevators, 

é lumber companies, 6 Goal dealers, 5 implement dealers, 

4 general stores, 3 grocery stores, 5 car agencies and so 
forth. I will just zive one more, take Thorsby, for 
instance, a smaller point, 3 elevators, 3 lumber companies, 
5 implement dealers, 4 general stores and so on. Now, it 
is an economic guestion which I do not propose to deal with 
because I am not an economist, whether or not the economics 
of the Province would benefit by closing down a lot of 
these duplications of car agencies, implement dealers, oil 
companies, is a question not for me to pass any opinion . 
upon, but I do want to make one very vertinent one 
and that is that inthe oil industry in this Province, 

of every dollar th&t we spend, 835 cents is spent, 813 cents 
is spent in the rrovinece, money over the counter, actual 
money spent in the Province, 8lg cents; therefore, we feel 
as citizens that, and I will not labour the point, 

that we should not overlook that out of every $1.00 that 
you save, apparently save, by rearranging and closing down 
bulk stations, that 814 cents is going to come out of the 
pockets of the citizens of alberta and naturally a dis- 
location of employment and that kind of thing, but that 

is an economic question that goes far beyond my jurisdiction. 
Why would not, 1 He not think I understand, why would not 
more than 83+ cents come out of the pockets of the people 


of Alberta, you produce the crude in alherta, you refine it 


in Alberta----- 
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I wes just referring to transportation and marketing. 

i was not referring to erude, I was referring to ee 
tribution tT am glad you asked that question, 

distribution only. 

For every dollar that the consumer pays into the Imperial 
Oil Menke tines department 81 cents of it----- 

THE CHAIRMAN: 8ls cents, is it not? 

81s cents of it is paid back out in Alberta. 

Tiara not pat it. jast that. way, 1 said out of every dollar 
we spent in marketing and transportation in Alberta 81$ cents 
is actual money spent in the Province. 

And what is the other? 

The other would be depreciation and general administration, 
eanewa0veruisme, Not a great deal, of head office. 

Secu reli Guow, Nr. Halvergon, I would like to ‘talk. to uyou 
about duplication and get at least some ideas of yours on 


the record. 


THI: CHAIRMAN: Have you finished what you wanted 
to say? 

I had. 

BR cant ee ota y ie I am not endeavouring, for the 


moment, to follow you about the business of the extra cost 
you wold be put to if you closed up the station at Calmar 
and distributed to Calmar from Leduc; now, my suggestion is 
a much more redical one and I want your views on it, I 
asked you to give the Commission your views as to the 
necessity of there being an Leda ob) mee HO, aa ceo 
wholesale bulk outlets and in Calmar 1, @, 3, 4 wholesale 
outlets and in Thorsby 4 wholesale outlets and in Millet 

3, and in Hay Lake, 2, within that area of the Province 


which, and I am not a very good rapid calculator or I could 
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give it to in square miles, now that is what I am concerned 
with, you do not suggest for a moment that the economics 

of the Province of Alberta in the matter of the distribution 
of petroleum products requires those 15 or so service 
stations, to be accurate let me add them up and put them on 
the record, those 20 wholesale outlets within a radius of 
perhaps 25 square miles; now, have most of the people of 
Alberta to continue to bear that burden of 25, 20 wholesale 
outlets within the radius of about 25 miles; now, that is 

my point and that is what I would like your views on? 

Yell, I think it would be even worse if each one of them had 
adequate storage above ground, that is, let us examine ve 

a moment, what kind of storage we have, I like to deal with 
the facts as they are. 

Yes? 

At Leduc, so far as we know, we are the only company there 
with adequate tankage above ground. The North Star happens 


to have a compartment tank car which is rather adequate 


‘tankage. 


Would you put on the record what there is there? 

The British american undersround storage, © tanks. 

Do you know what capacity? 

Noi dios ne b. 

Start with the Maple Leaf and go down the line? 

The Maple Leaf, underground storage, capacity; Gas & Oil 
Products, underground storage capecity; Union O11 of Canada, 
barrel agency. 

Oh? 


Now, at Millet, British american, underground storage; 
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Maple Leaf, underground storage. at Calmar, Imperial Oil, 
&2 tanks, 11gx20; British american Oil Oompany Limited, 
underground storage; Maple Leaf, underground storage; North 
Star, barrel agency. Thorsby, Imperial Oil, 2-114x20 
storage tanks; British american, underground storage; 
Maple Leaf, underground storage; Highway Refinery, under- 
ground storage; Greet “est Distributors, barrel 

agency, that might be some warehouse belonging to an 
implement dealer, so as to get at the facts, - I know it 
sounds very impressive when vou say there are 30 bulk 
agence ies----- 

20? 

in’ thet area, 20 was it? 

Yes? 

BUG 2 May pe that if you examine and get. the facus; 
it may be that a’ lot of them are just dealers with underground 
tankage, that have a wholesale licence, they were there 
am will be there as retailers. 

That is why I wanted to get on the record right now, so 

as to give the Commission the proper and complete picture, 
what information you have as to what the storage is, take 
Leduc, can you say for Leduc, what are the storage facilities 
in Leduc for those 6 companies? 

Shall I repeat it? 

Yes, because I didn't catch it? 


Imperial Oil, 4 tanks. 


1-114x20 tank and 3 dismantled tank cars. 


Which you use as storage? 


And they would have about 8,000 gallons capacity, I 
presume; the North Star have l tank compartment, it must 


be a compartment tank car. 
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About what capacity, would you say? 

I would not know the capacity, but it would not exceed 
8,000 for the three products. 

Yes? 

The British American have underground storage, 2 tanks. 
Do you know what capacity, total capacity? 

No, it may be 1,000, or it may be two, and in yo case 
would it be more than three, because that is the maximum 
allowed by fire regulation. 

And the Maple-Leaf? 

They have 4 underground tanks. 

About what capacity, do you know? 

No». 1 Wo: NOG. 

And the Gas & Oil Products? 

They have 2 underground tanks. 

You do not know the capacity? 

No. 

And the Great est Distributors? 

I do not have them here. 

You see, you have the Maple Leaf there doing the big 
business from underground storage? 

Yes. 

And you have the North Star doing the next biggest business 
there with limited storage factlities, as you point out, 
a tank Gar? 

Yes. 

What is the sttuation in Calmar? 

From what standpoint, the point to be kept in mind is that 


some of these companies may be Crawing their requirements 
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from nearby, when their trucking from Calgary falls down. 
Yes, but continuing with the suggestions, I do want you 
to consider, Mr. Halverson, I am not endeavouring to, as 
Ti Sev, "LO ;LOLLow you in Li study of what your inereased 
costs would be by maintaining all of these stations, 
maintaining them, opereting them, and then making delivery 
from a central point, but just simply dismantling the 
station at Calmar and making delivery to your customers 
from Leduc, the same at Thorshy and the same at Millet, 
my suggestion is that you withdraw from some of those 
stations completely and prevent this continued burden, 

to continue my suggestion, what is wrong, or is there 
anything wrong, fundamentally wrong, with turning over the 
whole of the Leduc district to the Maple Leaf Petroleums . 
fMitted, ond ebbing everybody else pull ont and then, 
coming to the town of Millet turn over that distracs 
to some other comorany and let everybody else pull out, 
that was the suggestion I made to you three years ago? 
Yes. 

Now, will you let me have your answer to that because you 
as a marketing man maintaining this system of yours must 
have an answer to that and I am simply making the bold 
suggestion to you that there are too many bulk outlets 

in the Ledue district and I ask you can this Commission 
be assisted at all in working out some plan whereby the 
costs will be reduced? 

THE CHAIRMaN: And does your suggestion carry 
with it that there will be support for such a scheme, 
otherwise, how are you going to get the others out. You 


say "This company pull out and leave someone else in". 
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MR. FRAWIDY: Io am concerned only at the 

moment with what you yourself, Mr. Chairman, have pointed 
out, recommendations of this Commission. If this Commission 
thinks that that is the way in which to bring down petroleum 
costs, then I take it they will so reeommend. ‘hat effect 
is given to that recommendation by Statute is another matter. 
THE CHaTRMAaN : That may be, and I am just 
Suggesting, Mr. Frawley, you put to the witness something 
which does not leave him in a position to answer. You 
Sueeesu er, f will pull out or ‘here and Suldogpior 

there and leave it all to my oponent". 

MR PRY ¢ Yes. 

TH CHATRMAN: That is not what you mean, you 


Meow ne oulls out of there’ he gets his’ quid’ pro’ que 


» bY Setting in Some other place’. 


MR. PRAYWLEY: Precisely so, that he loses no 


padlonace at atl: oh wes. 


THE CHATRI N: We want to be fair to the 
witness. 
MR. FRAVLEY: I want the witness to understand 


that. f think it} was’ Olds and Didsbury ‘you end’) discussed 
in Toronto one time, why it would not work out there, 

and in Bowden and Carstairs, the same point exactly? 

I will endeavour to make any observations that I can. 

MAJOR LLPSETT: Mr. Halverson, I gather, to try 
and keep to the one example, I gather Mr. Frawley's point 
was this, first of all why did not both the Imperial and 


the Maple ‘eaf----- 


TP PRRATTLEY: No, I am coming to thet afterwards, 


that is when I am discussing the tiaple Leaf, thet is a horse 
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Uf another colour, but regarding Maple Leaf as an independent 
company not associated with you at all, I just make the 
Suggestion thet it would look as though the Maple Leaf 
should have seduce and you should lave some place else? 

I wi'l be glad to deal with that, but-in trying to answer 
your question, or put it another way, make any useful 
observations I can, first of all a scheme like that would 
be impossible, of course, without Statutory regulation. 
You thik eo? 

Now, assuming that those were cnacted, let us see how it 
would work out in practice; first of all,to be specific, 
we will say that you gave the isaple Leaf the »edue area, 
what area? 

Just this area which he now has, the area that all of these 
lines are covering at the moment? 

I mean what area, for instance, there would hav2 to be 
limits. 

From here? 

So that all other oil companies would know that inside of 
those limits they were not supnosed to do business and 
that would mean, of course, enforcement, not in the cities 
but in the coutntry. 

Yes? 

Now, then, another question arises, if a certain company | 
could not do business in the area, how about people within 
the area going outside of the area to do business? 

Qui te? 

Could someone within the wedue area go to Calgary, for 
instance, to pick up a predu3t, if so, why there would be 


no exclusive rights in that area, and it would probably 
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work out that people who had a@ preference for a certain 
brand or a special price would go outside of the area 

to get their products and then you would under regulations 
prohibit people going outside the area. 

Now, just a minute, I want to be sure I understand, you are 
speaking of the consumer, if I were a farmer in this 
district----- 

Consumers or dealers. The dealer might so to ‘Yetaskiwin 
and say "I want B:itish american products" or anyone, and 
you would have to say to him "You cannot buy at “etaskiwin". 
That is true, if a dealer, that the agent's customer desires 
to go outside the district you would say it would be next 
to imoossible? 

You would not know how to regulate that; you would have to 
regulate the people within the area----- 

You understand, I want ycur views on this proposition? 

I am telling you ----- 

It may be in the end it is just hopeless, we just fold up 
the book and cannot do anything about it? 

Tretia jus. what tam “trying “to tell you, 

Yes? 

Then there is another angle, of course, there are a great 
many oil comeanies opera-ing in alberta at the present 

time and I am sure that any scheme to be permanent must 

be equitable. 

Yes? 

Now, you give one oil company a certain area, give another 
Oil company another area, ae it is going to ‘require an 


awful lot of caleulation, I would think, to figure out the 


-limits of each area and figure them out for the totals of all 
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the areas to maintain the company's position, and even 

at that if we figure it correctly for one company, they 
might get a good nice slice in an area where they had a 
Crono falijure, and that is just hard luck, but I mean in 

the practical aplication of this I can foresee many 

ai- ficulties. 

Tat CHATRMaN: Dozs it not also presuppose that 
if this is to be carried into effect you must have grading 
to assure people getting the same product without foing 
abroad, as you suggest? 

MR. FRa oBY: Yes. 

TH: CHaTRi»N: and, does) it: not carry) Wiiniaa 
the implication that there will be a stifling of individual 
initiative, that the refiner who is tied to an area, if 

he were left alone might set something away from his 
competitors which he under that system is prevented from 
doing----- 

WITNESS: ) 4nd, ineidentally, within that 
area the fai er and the dealer would not get *he same 

kind of service because if one company had all the business 
in an area, why they would not need to concern themselves 


very much about pleasing the customer. 


2 


MR. FRALEY s So far as the »sroduct is concerned, 
let us just examine that for the moment, so far as standard 
gasoline is conecemned, the farmer going in for a dram of 
standard gasoline to Leduc to-day -ets exactly tyvo kinds of 
gasoline and no more, is that not so, he sets standard 
casoline from the Maple Leef, that is made in the Imperial 
refinery; he asks for North Star gasoline, standard gasoline, 


Thetis, made, in Ahe Imperial réefinery> he cails for’ the 
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Imperial standard gasoline, that is made in the Imperial's 
refinery; he goes to the Gas & Oil Produets for stamiard 
gasoline and that is made in the Imperial, and the British 
American---- 

PUsio FOpetnies tine Teinp. 

Ch, yes, at the moment? 

ie SM 

At the moment, and he goes to the British American or the 
Great West and he gets British American regular gasoline, 
so that at the moment---- 

THE CHAIRMAN: L dare say there are alot or 
people Who Tieure the same gasoline under a/different name 
works much better in their cars. 

MR. FRALEY: That is true, that ie juse 1 


little mistaken psychology. 


THE CHAIRMAN: Yes. 

MR. FRAWLEY: But all I am coneerned with---- 
THE CHAIRMAN: “nd they go a long way to get ie 
MR. FRAWLEY: Yes, and I do not want the | 


rest of the people paying for that, Sir, that burden. 
WIIN2SS: Now, you are touching on what 

I consider really the essential thing, it is what they 

are paying for, and I mentioned the other day that one 
thing we continually strive to be on guard against is 

a major disturbance to accomplish a minor result. Now, 
our average direct costs are .51 per gallon, that is half 
a cent, and as against that I mentioned our transportation 
saving. Now, if there were 4, or 5 or 6 cents per gallon 
involved, drastic methods such as that,which do not 


promise that they will work out in practice, might be 
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considered but to farm out the oil companies by areas 
when our direct costs for doing business in those areas 
is half a cent per gallon, and it would still cost us 
something, I do not think that the saving pam the 
extreme remedy. 

Q Now, Mr. Halwerson, the companies, the British American, 
the North Star, the Maple Leaf and the Texas, the Lion, 
all of them, are all following the Imperial price structure, 
are they not, on regular gasoline? 

4 More or less. 

Yes, I do not know of any departure from it at the moment? 

Cur standard. 


Of Esso and 3 Star? 


= DS 


A grea; deal of the, the competitor sells a great deal of. 

his products to dealers. 

Q@ I mean to the consumer? 

A  aAnd gelling it to tthe dealer at a cent below our price, it 
is possible that the dealer in turn is eoutting his price. 
I would not say that all the red gasoline in the Province. 
is being sold at our price by any means. ; 

Q@ The rather hopeless outlook is that the Texas Company, \ 
for instance, comes into Alberta and establishes 17 bulk 3 
outlets at supposedly strategic points, supposedly hand- 
picked points, and they find apparently that they need all, 
and perhaps a great deal more, but in any event they need 
all of your spread and so they charge your prices for 
standard products, that is so? 

A That is my information. 

And we find the same thing with reSpect to the North Star, 


all of them. Now, why is it that not only the big company 
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that has this widespread distribution that you have, and 

I can understand you and the British American, because you 
are so widespread, and you put yourselves in the position 
of almost a semi-public body that must serve the people, 
but we see even in the small company coming in here and 
selecting outlets, selecting its business, not going as 
you have gone all over Alberta, that even that company 
cannot do any%thihg in the way of getting down the price, 
they need the same spread, they need the same spread as 
POU COW TOG more, so you see you have the bie and) the 
little and then the medium company, so what is the outlook, 
Mr. Halverson? 

tos wie weware meine real progress, in the last.two years 
we Neve recuced our marketing expenses a cent and a halr 
Vera ton oT) think) that is good progress for two years, 
and I believe at this time it is permissible for me to 
refer to an investigation made in the State of Yashington 
for the marketing of----- 

You might refer to one made in the Province of ®ritish 
Columbia too? 

Where I was surprised when the composite picture of marketing 
expenses by all the oil companies was 4% cents per wine 
gallon for gasoline, 4% cents per wine gallon. Now, comparing 
that with our marketing expense on PB Hw ORuCta of around 
4 cents or a good deul less than 4 cents 4 gallon, and I © 
think we are making real progress. | 

You say a. spread of what, of 4? 

I say a marketing expense on two products of 4.02. 

Well, just let us put that on the record, I have the idea 


now, whether I am mistaken or not, that you have a spread 
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of between 163 cents at Calgary, everything else is 
Calgary plus freight, so you can take Calgary, cannot we? 
Yes. | 

Of 16 and 8.86 cents, which is the average price paid in 
1938 by the jobbers; of course, I am using 164 cents 

which is 4 Star, that is, perhaps, not---- 

Our marketing expense of gasoline all grades was 3.42 

cents per gallon and I just want to compare that again 
with that 4.50 per wine gallon, 3.42. 

What makes up the rest of the spreed? 

I am coming to that. That was my parenthesis, sales tax, 
-74; freight, refinery to marketing station, 3.85; this wes 
for one frovince, for this Province. In Ontario we move 
our products, for imstance, by water, and transportation 

is a Sig item in a Province sueh as this----- 

SOunnaviul wii) understand, there is no freight im the 24,5 
at. Caleary, is there; perhaps, I want to be fair----- 

I was dealing with the entire Provincial picture because 
the marketing expense of 3.42 Ireferred to is the Alberta 
marketing expense. 

Go on and continue? 

So we start then wtth a realization on gasoline, all grades, 
of 18.70 per gallon, but if you deduct freight, sales tax, 
marketing expenses, and cost of packages, of .04, we are 
Only realizing 10.65. 

Now, what I am----- 

That is where the spread comes in. 

Yes, now what I have in mind is what has been known or what 
hes been described to me as the marketing spread, and I 


put it to you and you challenge it if you Pee y VE pa EG 
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A. E. Halverson. el 
to you that your marketing spread is the price paid by 
the, jobbers’ to Imperial Oil at its refinery 1938 .on 
all gasoline, a figure of 8.86 cents; now, between that 
figure and some other figure is the marketing spread, 
now, I am wondering whether I am unfair, and that is <1l. 
can you suggest that the other figure is 16.5---- 

mer svhere do youtret the 16.5? 
16.5 is your Calgary tank waggon, I “mM only concerned 
Witn Calgary because that is simpler, no fréight to worry 
about there, and my question is why do you have to take 
taewopiterence between 8.8° , - now, just let me stop, I 
Pownouttnnk there’ is any use of talking about 8.8, that 
Wiouretimormy scoot, Vand 1tis “<< fivure that 1s to be 
brought back into our discussion, but at the moment let me 
put it to you as though the Imperial Refinery charged your 
department the same as it is charging McColl-Frontenac say , 
10 cents for standard gasoline? ; 

A 10 cents. 
10 cents for stamiard gasoline, let us pass from the 8.8, 
which was the average price paid for all gasoline, including 
some higher, namely, Esso, and some lower, namely, ACTO,- 
so let us depart from that and I put it to you that you 
heve a spread of from 10 cents, which is what you charge 
McColl-Frontenac,and 16% cents, that is 63 cents; now, 


is that not your marketing spread on standard gasoline. 
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A The difference between 10¢ and 164¢ is 64¢, 
Yes? 

A The average sales tax is .74¢, It probably might be 
more than that on 3 Star, 
res? 

A Then when you ad@ in the marketing expense and then there 
is the profit, that makes wp the 64¢. But that is in the 
City of Calgary, But, of course as I have mentioned in my 
brief, we have to equalize @a-distriet. We take care of Southern 
Alberta, we take care of Alberta as a whole. We cannot 
base our over-all picture on the City of Calgary. 
THE CHATRMAN: I was wondering about that 
when you were asking the question. Is it not something 
like the crude situation, the more territory you cover 
the more it has to be equalized, and so on. If it costs 
more in Leduc, Calgary has to bear part of .that. 
MR. FRAWLEY: There is the meat of it. 
Galgary at the moment is the basic price, Ledus only pays 
the Calgary, plus freight? 

A Yes. 
So you are charging a price in the City of Calgary to keep 
up this country distribution, this diluted country distribu- 


tion, Let us face the situation, That is it, I suppose. 


MR. PLOTKINS: If I may intverjeet..... 
THE CHAIRMAN : Let us have the answer first. 


What do you say? 
4 I do not say that. I cannot quite go along with you that 
you are paying very excessively for diluted country distrib- 


° . ip . o S . 
ution, because we have given a figure of s¢ direct charge 


But in any market, it is only common sense that in large 
centers there are bound to be certain areas in Canada where 


we can market at lower expense than others. We can, I presume, 
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in these selected areas, and that is what I was referring 
tc @ few days ago, soning our prices around Calgary at 

a lower price. But we believe that the common good of the 
province is served - we may be wrong - by giving all parts 
of the province a fair price, and we base it on Calgary, 
whioh is the competitive center, plus tank oar rates, and 
we feel that the man at Leduc and at Grande Prairie and at 
Vegreville is getting a fair price, and I think he is 
entitled to it. We have to consider the over-all picture, 
If we take off something here, if we want a ret on our 
operations, we have got to add something somewhere else. 
MR. PLOTK INS: I just wanted to voint out 
that the prublem is why is that 63¢ necessary as a marketing 
spread? That is what Mr. Frawley is trying to get at. 


Mr. Frawley made that quite clear. 
@ CHAIRMAN : As we pointed out before, 


te) 


we have reason for adjourning to-night, and we will start 
a little earlier tomorrow morning, 10:00 o'clock. 


(At this stage the Hearing was adjourned until 10:00 a. m., 
23rd of June, 1939) 
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10:30 &A.if. Session 


June e3rd, 1939 


MR. PRa‘uaY, KC, Mr. Chairman, before proSeeding 
with the work of the Commission this morning I would like to 
refer in a word to the passing this morning of Mr. Mcieod 
Sinclair, K.C., the President of the Law Society. 

It is very difficult to say 
anything when one is speaking this way of persons with whom 
we have been so intimately connected I had the pleasure of being 
associated with Mr. Sinclair in at least two very important 
crinimal matters and I got to know him and to love him very 
much. It is a verv sad ref:renee to heve to make and I am 
Guite sure that I can safely say that one of the leaders of 
the Law Society and of the Bar hes gone and we all regretiveny 
much his pa«sing. 
MRe NOLaN, K.C. Parheps I might be. permitted 
to associate myself with what counsel for the Comnission has 
fewan) £, too, throughout my active professional life have 
had nothing but pleasant cont.ets with Mr. Sinelair. The 
first case in which I wus engaged he wes on the other side 
and he showed me great kindness on that occasion and never 
failed to show it to me ever since. I sympathize greatly 
with those who are left behind 8nd associate myself with 
everything which Mr. Frawley has said. 
Mes HUGILL, K.C. Mr. Chairman, may I be permitted 
to join with my learned friends in an expression of the 
deep regret that I, as an honoured Bencher, feel in this 
loss to the Law Society. J have known the late Mr. Sinclair 
ever since he has been in the country, very intivately, and 
with other colleagues I have enjoyed his friendship. » haere 


enjoyed the benefit of his scholastic skill and his wision 
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and I can testify also in : oublie life to the many 
activitics with which he linked himself, adorning 
the Association with which he was so associated, fo 
their benefit and to the publie good. Il can. only 
express again, associating myself with the other 
Benchers who, unhappily perhaps, nany have not even 
heard the news yet, how much we shall miss Mr. Sinclair. 
THE CHAIRMAN; Gentlemen, it wiswith a deep 
sense of loss that we heard of the death of Mr. Sinclair 
this morning, fhe members of this Commission desire 
to express their deep sympathy to the members of his 
family. Woile no words from us, or anyone elise, will 
serve to greatly comfort them at this time, it must be 
a source of satisfaction to them to know that there is 
not one, amongst all the members of the Ber, with whom 
he has practised, and the Judges upon the Bench, but - 
who will in great measure feel that they have lost one 
worthy of their esteem and one who has worked well ami 
faithfully with them in the years past. Not only will 
the passing of Mr. Sinclair be a great loss to his 
family but he will be greatly missed by the members of 
the Bar with whom he practised so hapvily for miny 

' years. For my own part, speaking as a former 
member of the Bar practising with him, I desire to pay 
my tribute of respect to one who always practised not 
only with great skill but in a fashion agreeable to all 


of those who were his opponents. 


So far as the Bench is comerned, 
I will only be saving this morning what Judges will be 


saying in every part of this country, that in the passing 
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of Mr. Sinclair they lose a counsel who has been powerful 
and strong as an advocate for his client hut who has 
at the same time been a great source of strength to the 
Bench before whiaghhne practised. 

Mr. Sinclair has always carried 


himself with distinetion. He has been an honoured member 


of amd an adornment to the Bar. He has upheld and 


strengthened the hands of the Court before which he worked. 
We desire to join with counsel who have spoken so eloquently 
concerning him, in deploring his loss at this time. 

MAJOR LIPSET?: Mr. Chairman, might I be allowed 
to associate myself with these expressions of sympathy and 
condolence to the’family of the late :r. Sinelair, and 

to :1s0 add my tribute of respect to the memory of one 

who was a distinguished member of the legal profession in 
this Province, a well deserv@ly citizen of this City and 


one who was also to myseif a great personal friend. 
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A. EB. Halverson. 


A 


MR. FRAWLEY: Mr. Halverson. 


ALFRED E. HALVERSON, having been recalled, 
examined by Mr. Frawley, said: 
Now, Mr. Halverson, I began yesterday with your Exhibit 
"$14", "General Review of Marketing Operationg in Alberta", 
and I think that, having in mind the purpose of my cross- 
examination to spread on the record some elaboration of 
your submission for the information of, primarily the 
Commission, and to be useful to Dr. Fry in his later 
presentation, I think I have not a great deal more to 
discuss with you in that Exhibit. I would ask you to 
file the statement about the half dozen bulk stations, 
rural bulk stations, or, as you call them "sub-stations", 
to show the cost, to show the costand the volumes at those 
stations, and I offer ycu now a statement dated at Edmonton 
the 10th of March, which does show in detaii the operaticns 
of some stations, and may I put it to you that it was 
suggested that you would file something for the City of 
hea Deer, and did you, propose in filing that, to i lestne 
same sort of statement as appears on th:s statement I am 
showing you? 
It was suggested by Mr. Cottle that I should file a 
statement covering direct charges and not allocated charges, 
and we will file either one. 
Well, then, let us file both, perhaps? 
Well, we can combine the two. 
All right, combine the two, then what you are suggesting, 
Mr. Halverson, is, you do nowt see any point: Ine titeny this 
particular statement at this time, but you will, fire it 


with something which will be more useful to the Commission? 
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%. Halverson. 


At Mr. Cottle's request we had six copies made up of direct 

charges of 12 representative bulk stations, and we have 

thay now ready to file, Wass 

ony seocarneveunderstand, Laid -not understand, you have it 

now? 

Yes, but we do not mwve Red Deer, but we will be wrad to 

furnish an extra one for Red Deer if you desire it. 

lik. NOLAN; | Red Deer was only suggested. 
WITNESS$ I might mention that the direct 

charges at Red Deer are entirely in line with the others 

we are! Tid ins. 

Yess 

Beeause | made it a point to look it up: 

Now, tir. Hulverson, will you describe this statement? 

This is an Exhibit oovering direct charges of operating 

12 representative bulk stations in the Province of alberta. 

Tit CHAIRMAN: Tait now, we will make that 

enous 621"). 


(ST.TELENT PRODUCED HERE MARKED 
AS ERHIBIDT -"320} 


THE CHAIRMAN: Fould you mind repeating what 
Mousey 15 2s, la. Halverson? 

It is a statement showing the direct charges for operating 
12 representative bulk stations in the Yrovince of Alberta. 
Direct charges for operating how many? 

12 representative hujk stations. It gives the sales at the 
points in question ag well as the breakdown of the direct 
charges and the cost per gallon for direct charges. 

MR. FRAWLEY rt is not an attempt to show how 


the statement would stand if it were a separ:te independent 


jobber, for instance? 
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&. EH. Halverson. 

A ‘Ye have certain allocated charges that we cannot definitely 
assign to any one bulk station, for instance, divisional 
management, office staff, and many other things of that 
character. 

@ What is running in my mind is this, Mr. Halverson, if 
the Commission desired to know whether these stations 
were getting along under their own steam, for instance, 
Dyevelvee Of .bDelnes part and parcel of your marketing 
Orean gerion, 1 would be difficult, if not imposeiple, 
to present to the Commission what might be termed a 
profit and loss statement from one of those stations? 


A hp Would pe most dirficult. 


(Page 9721 follows. ) 
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A. FE. Halverson 


3S) Yes? 
A We oan earemark direct eharges, but it is impossible to ear- 
mark certain charges sueh as office expenses, suvervision, 


and many others which I might enumerate if you wish me to, 


oN 
—— 


No? 

4 -@ are safe in saying that those allocated charges are just 
about the same at one station as another, 

Yes. _Now let me nut it this way, if we went into the Tow 
of Red beer and went to your Imperial agency and, purely 
hypothetically, regarded that as a jobber and charged in 

the gasoline at say jobber's prices, now I vresume you would 
say that that would be a proper or improper way to approach 


the examination of how the Red Deer sub-station was doing? 


A The beginning is sound, 

Q sound? 

A Yes. 

Q WOU SCS VUE E46 eae 00 ss 

A If we charged the products at jobber& prices at sed Deer, 


you have got a sound beginning, but from there on, it becomes 
more difficult because all these various activities of our 
comsany, such as supervision, steel barrels which float from 
one mart of the territory to another, office staff, the 
expenses at Calgary and Zdmonton in regard to Shipping 


Lubricating oil to these various points, those are ali 


allocated charges that we ourselves definitely wish we could 


ear-mark, but it is impossible. 


Q You do not think, not today at once, but you do not think 


that you could reasonably undertake to provide any such 


staten@t within the next ten days or two weeks? 


A Tt would not be accurate, There would be too many estimates, 
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A. E. Halverson 


but we do have to judge whether or not it is wise to keep 
a bulk station open on the basis of direct expenses and 
transportation saving; those are definite figures wich 
can be ear-marked against a certain situation. 
Q Yes, and Mr. Halverson, I see in Exhibit °314" on PASO D Cites 
MAJOR LIPS"ETT: Mr. Frawley, before you leave 
this Exhibit, would it be worth while to just take us through 
one point so that we will understand, 
Mine FRAWLEY: One station? 
MAJOR LIPS3ET?: Yes, so we will understand 
the basis of the Exhibit. 
Well, at Acme station, for instance, Mr. Halverson, there 


65,891 gallons put through, converting the grease and other 


products to gallons, and there were commissions paid of 
o.,058.72; in other words, that is the total revenue that 
that man took in at that station’ 

A That is right. 


Now, if he had tu carry his owm losses, his own charges, 


& 


he would have had to pay $61.75 taxes, that is what your 
company had to pay out at that plant for taxes? 
Q MATOR LIPSETT: This $1,058.72, that is his pay or salary, 


so far as you are cmcerned? 


A THat ts rient. 

Q That 1s his cummission? 

& That is paid as comission, 

Q TI CHAIRMAN: That 65,891, is that everything ceonverted 
into gallons or barrels? 
MR. TRAWLEY: That is gallons, that does not 
say gallons or barrels, well, "Other gallons". 

A Grease and oils are ten pounds to the gallon for conversion 


purposes. 
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TH CHATRMAN: Yes, then you vaid out taxes, $61.75 at 

that station? 

Yes. 

Then tow do you arrive at the evaporation loss? 

WG CAMS . 4 ste as aes 

Those are dollars, I take it, in this column? 

Yes, and we figure the cost of gasoline in evaporation losses 
at what we call our consumed price. We get the price from 
tne manufacturing department, gasoline consumed in our own 
equipment , and we call that the consumed price which is 
practically the cost, and any evaporation losses were figured 
out on that basis. ‘'e ship a certain amount of products into 
a station. We must make allowance, we-must correct it to 

60 degrees because that is the standard measure of a gallon, 
6U degrees Fahrenheit, and so we have a table which corrects 
it to 60 degrees, unless it is sold by weight. If it te 
sold by weight, there is a table which has been filed with 
the Provincial Goernment, and if it is sold by weight, it 
must be sold according to that table, and the weight must 


be shown on the invoice. ‘Well, at the end of the month, 


after correction for temoerature, if our agent is short, 


we allow him a certain amount for evaporation loss, and 


that is charged off as a loss. It may vary, the conditions 


of the tank, we take that into consideration. 


But what I am trying to get at, is this an evaporation 


loss that occurred at that particular station? 


Yes. 


Which in fact occurs or do you take just a certain percentage 


and say, worked over a period it will be about 1%? 


No, thet is actually for that station, Your Lordship. 
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Actually for that station? 


Yes. 


That is the loss which he reports he is shortwhat he shoukd 
have had? 

Yes. 

And that is for what period? 

That is for the period of twelve months ending December, 1938. 
MR. FRAWLEY:" I see, all right, and then you mmve the next 
item is direct expense, $41.31° 

That might be painting or maintenance or snall expenditures 
of that character. 

And therefore, again, it is not bulked ovr anything else, 

it is just what was in fact paid out at that station? 

That is correct. 

And you depreciate? 

Depreciation is the depreciation for that particular station. 
Yes, arrived at by what method, depreciation 10% or 5% or a 


number of different amounts, or what? 


There is a certain scale set by the Dominion Government 


anid: that, is i...... 
That is for income tax purposes? 
Yes, and our main and sub-station, service stations, 
brick buildings, it is 24¢, frame buildings it is 5%, 
machinery and equipment such as pumps, engines, etc., 


it is 10%; for driveways and things of that kind it is Jog: 


motor equipmemt 25% for the first year, and 20% each of the 


three following years; iron barrels 8%; loaned vendor's 
equipmemt 15%; identification signe 20%. Office furniture 10%. 


Ahd you have adopted that for depreciation purposes at all 


of your stations? 
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Yes. 

MAIUA LP onl tT: In this evaporation loss, Mr. Halverson, 
caiparing Acme with Athabasca, I notice that at Acme the 
evaporation loss is $34.00? 

16s. 

Vell now, in Athabasca, the gallonage is only up about 15% 
but the evaporation loss is up nearly 300%? 

Quite true. It varies from station to station, the condition 
of the tanks and pipes and fittings and the carelessness of 
the agent also enters into it and that, we do not charge th 
agent for his stop loss, 4s an evaporation loss, and we 
cannut lay down any hard and fixed rules for agents. We try 
to keep the ie On gallonage as low as we can and for Alberta 
as a woole for 1938 it amounted to .11 per gallon of “hite 
products. 

And is this figure which you have allowed the agent his 


own shortage or a figure you have just writtm off for your 


own account? 


That is products that were shipped there for which we have 
enllected no money, ei ther from the agent or from the 


customer, it is the loss. 

TH? CHAIRMAN: Supposing,we have been hearing a great deal 
about stations all over and the number of them, and so on, 
perhaps you intend to come to it, Mr. Frawley, but I would 
just like the opinion of the Witness as an experienced 
marketer and one who has in all likelihood given much thought 


to all marketing problems, as to whether or not it would be 


workable to have great bulk stations of each and all refin- 


eries in the ‘wsiness at given points throughout the 


province for people to come and get their requirements, 
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in short, the elimination of jobbers, and so on, there 


Might be nothing in it? 


A OR Se eA Beh ge I would like to ret that. 
THe CHATRMAN: If everybody were on the 


sae basis, it might not be a disadvantage to the various 


refining companies. 


Me PRA SY ° Yes, 
iii CHATRMAN ;: You are coming to that? 
Witte ok Oe ay I would like to get 


Mr. Halverson's views on some of these general matters, 


perhaps towards the conclusion of his evidence on this 
point. 

Tid CHATRMAN: You see, what is bothering me, 
I can see the force of what Mr. Halverson has been saying 
about these, take Leduc, the one you were talkins apout, 

t can see farce in that. I also see the force of the 
suggestions made by Counsel. While that is true of your 
operation, it is likely true of everybody else's operations, 
where they are parallelling you in setting up stations, but 


looking at it as a whole, it seems strange to have so very 


many at these points. I can see the force of the criticism 


that why diould you be put ovt of one district and perhaps 
someone else givm that district, when the crops are good, 


and so on, and you say some other company may find itself in an 


area where there be no crops at all. I see all that, but 


I was wondering, is there no middle of the road course where 


bulk stations take the City of Calgary, instead of having 
perhaps hundreds of stations, service stations, why should 


not every refinery have at a given place its products for 


people to come and let them choose which one they want, 
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perhaps it is an idesl thought? 
NO”, “Dt ls not. 
THE CHAIRMAN: But these are things which you have doubtless 


given theught to and decided. When it is convenient to deal 


“with such matters, I would like to have this Witness not 


leave the box before having done so. 
MR. FPRAVLAY : Yes, before 2 pase Irom this 
Exhibit "314", the general marketing situation, I would like 


to have your views about that, but I have Zot a question or 


two of a particular nature, look at Acme there and you will 


see that his gross revenue there, as I understand it, his 


total sales commission was ‘1,058.72? 

Yes. 

You of course regard that, I see this statement is made up, 
you regard that as a cost, that is an expense to you? 

That is an expense. 

Tha t is what I mean, that is an expense to you? 

Yes. 

And that is the point of view you have at the moment, 

that is the actual fact the way yeu operate, but look at it 
with me as a separate operation by ir. Jones at Acme, and 
you find that his gross revenue there was SIVOS8 shee 


That is true. 


There is nothing else there now that we can call revenue there? 


No. 


Now he, in taxes, evaporation loss, depreciation, and what 


you call direct expenses of }41.00, he has to pay out virtually 


3260.52? 
No, we assume thoseexpenses. 


That is true, I know you do, bus. iver 


1 regarding it at the moment 
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as if it were his operation, he pays $280.52, and that 
leaves him what, I am the worlats worst rapid calculator, 
what would that be from $1,058.72, less $280.52, it is about 
$778.00? | 

That is right? 

About »778.00 thet he has before he pays himself any salary 
at all? 

Yes. 

And you can soon see that he has, just fron those itens alone, 
he is working for, he is conducting this operation at Acme 
for something a little over a dollar a day gross return to 
himself by way of salary, now that just seems to me to 

PAU? CRM Gigiahe take wie ses a8 

A dollar a day? 

Well, no, a little more than that, I worked it out at 
778.207 

Co As GhG58. 724 that is: $3.00 .a day. 

Yes, but he pays out, those are charges against that, you 


have to pay taxeS..cecrrcece 
THE CHAIRMAN; Mr. Frawley is asking you 
to assume he owns the whole thing, 

MR. FRAWLEY: Yes, that it is his operation? 

In that case, he would only be making about 532.00 a day. 
Would he make 32.00 a day? 

Yes. 


MATOR LIESETT: To.nut him on wie. besieaet 


having to vay taxes, his gross revenue is 31,589.24 on the 
assumption that he pays the taxes. 
Unless you reduce his remuneration, you would lave to 


increase his commission rate correspondingly. 
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His net is $1,058.72 after taxes, evaporation loss and 
direct expenses are taken care of by you? 

They ere paid for by us, /.yes. 

Vay Thaviay., The only thine that I ‘eam yutting to you is 

he would have a revenue there of about °775.00? 

Yes. 

For operating this station twelve months in the year? 

That. is correct. 

And then, too, not only that, but sanethine which is 
exceedingly important, he would have to delivery 65,891 
gallons of products out of that? 

Yes. 

He would have to buy a truck and finence a truck and pay 

for gasoline and oil to operate the truck, he would have 

the operation of that, I mean, it is pretty obvious he just 
govld not do it, could he? 

I do not think so. 

Tt is just a hopeless proposition, and Ie t us go to the 

best one you have got there of the stations on Exhibit °321" 
and the man at Innisfail sells 268,076 gallons of gasoline 
and he has a gross revenue in sales commissions of 14,000.00, 
63,921.03, and he has immediate charges to deduct of 8152.03, 
$87.49, $165.21, and 9256.63, or of »641.36, and that leaves, 
out of, that leaves him out of his »3,921.05, it leaves him 
about $3,200.00? 

Yes. 


That is a rather respectable revenue? 


Yes. 
But he has to distribute a great deal of gallons, I presume 


that one truck, in fact my information is that ta> agent at 
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Innisfail operates two trucks, and therefore, one truck 
would not be sufficient, how many trucks has he, Mr. Stevens? 
MR. oTEVENS; Two trucks, 

MR. FRAWLEY: Two trucks, so that the man at Imisfail 

has to pay himself wages and for dvaemuny eine and operating 
two trucks,over a pretty wide territory? 

Yes. 

And he has to do that out of his »3,200.00, and I presume 
almost the same thing can be said about him, he cannot do it? 
Ve have made it a point each year to check commissions paid 
against what the estimated cost would be if ona salary 
basis, salary operations? 

Yes? 

And we keep a careful watch to see that caamission rates 
qwoOwmources, out.of line. 


Yes? 


And as I yointed out in my brief, we found that commission 
operations are nore economical then salary operations. 
For the company? 


For the connany. 


(Go to Page 9732) 
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Q for the company? 
4 For the Company. 
Mie COMMISSIONER LIESETT; ive Frawley, I do not know 


it 2 uate followed your question. If this agent at 
Innisfail has to pay the taxes and evaporation loss,on 
your assumption must not his gross income be taken as 
wt, 0662007 
We wdlaka ai) 8 Now what you say is suppose 
that there should be added to his total sales commissions 
revenue an itom of -~ 
MR. COMMISSTIONGR LIPSETT: Of taxes, eveporation loss, 
direct exepnse and depreciation. If you are going to make 
him pay those. As I understand the statement from Hr. Hal- 
verson -- 
MR. FRA’ LEY: Mey I put it to you, whet 
you are suggesting is the commission should be larger if he 
is going to handle that expense. 
MR. COMMISSTIONIR Lirssert: Yes. We. Halverson pays this 


agent »3900.00 and pays for him all these four items. 


MRe FRAULEY: Yes, I quite see what you 
mean. 
MR. NOLAN: There is no commission, 


ire Commissioner, if this is his own plant and he is operating 
it himself. I think that item of commissions is the man's 
net profit on the year's operation. 
A It is not net, it is gross. 
Q | MR. COMMIOSIOVUER LIPSETt: It is the gross profit but 
you pay four items in addition to that for him? 
4 Those particular items are paid for by ourselves and net by 


the agent. Out of his commissions he must provide motor 
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equipment and operating expense for that equipment; his 
own wages and,if he hires anyone else, the wages of the 
man he hires. 

THE CHAIRMAN: To make the illustration 
apt, let us first take the owner. Cne would have to 
know what he paid for the gellons end vihat he sold them 
at. Now you are putting it to the witness, supposing he 


were the owner. 


MRe FRA ULBY: YeSe 
THs CHAIRMAM: If he were the ovner this 
sheet would not do st all. %e would have to know whet 


he paid for the 65,891 gallons and what he got for then; 


what expense he had to pay out of it end the rest would 
be his. 
MR. Fre’ LEY: Mire Halverson has agreed 


we can do that very readily by charging to the agent at 
Innisfail 256,924 gallons of White products at jobbers! 
prices and 10,284 gallons of lubricating oils at jobbers' 
prices and 868 gallons, converted gallons of greases and 
other products at jobber's prices. So that we cannot do 
it at the moment but ve have at least a starting point and 
it may be useful for Mr. vottle or the company to vork it 
out because I guite grant that is the complete way of doing 
it, 

THs CHALRMAN: The point is, I suppose, 
that an agent cannot live, in the ordinary average place, 


he cannot live on the fruits of his labors in the gssoline 


or oil business slone. 


MR. FRA::LEY 3 True. 


THE CHAIRMAN: That he has to have another 
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ocoupation, is that the point? 

MR. FRS'ILEY: That is one point and 

that the stations do not stand on their own bottoas 

but the organizstion as a whole, the Imperial does 

because of the prices which are ovtained in more populous 
centres. In other words, the suggestion is that perhaps 
the gities are carrying the load. That is something you 
do not disagree with entirely I suppose? 

Of course, you are assuming that @ man who operates one 
agency is supposed to get the same price as a national 
buyer who buys five or 10,000,000 gallons a year. [I 

think that is en erroneous assumption and very erroneous. 
I thought it was too. I was not trying to catch you at 
all. jsut ET was pleased with your first statement. You 
told me that was the way to charge these with jobbers! 
prices. But it would be a small volume to get jobbers! 
prices? 

It would be easy to figure out what we make as the Imperial 
Oil but to sey a man who buys one tank car of gasoline 
should get the gasoline at the same price as the man who 
buys 10,000,000 gallons e year, it tiould merely mean that 
we vould discontinue direct marketing. You would have a 
Chaotic situation. 

I am not unawere of that at eld. T quite agree. But take 
Acme, and not even going to a good station like Innisfail 
but to a Little station Like Acme, it Goes seem rather 
strange to let him buy 62,000 gallons of White products in 
the whole year at North Star prices, say? 

Yes, thet is my point. f§n organization such as ours, I 


believe, along with its responsibility confers certain 
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benefits to a province which are the over riding charges, 
over riding over the whole picture. 

q THE CHAIRMAN: “while figures provide 
excellent examples of how things work out, what I would 
like to know in plain English is what your views are 
with respect to the two points Mr. Frawley has put to you. 
First, that the agents cannot live on the commissions they 
get out of the sale of your products. I understand thet 
you say in the main that is true. They have to have other 
occupations? 

A I can answer that very specifically. we have 117 commission 
agents where the gallonage is not sufficient or the amount 
received from the Ccommissions by the agent is not suffic- 
ient and he must have other sources of income such as 


trucking etcetera. 


q That is 117 out of how many? 
A 284. 
@ 117 out of 2847 The remaining ones are in cities and 


large towns? 
A They would be in better points, yes sir. 


Would it be mostly cities? 


F:) It would be rurel towns, better rural towns, like Innisfail 
for instance. 

Q ‘ould it include the cities of #dmonton and Celgary? 

A No. 

& They are excluded from this calculation? 

A axcluded. 

@. MR. FRAVLEY: ; They are salaried points? 

A Yes. 


THE CHAIRMAN: These other points of which 
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you speak, the operator manages to make a living out of 
the sale of your products slone? 

He manages to do that according to that statement 
prepared by Mr. Gtevens. I think I noticed it is 

sort of qualified there that most of them are dealer 
agents, 

I wonder would it be possible, Mr. Halverson, without 

any great inconvenience to segregate thoee and find out 
how many are actually living on the sale of your products? 
That would be very easy and IE would be glad to do so, 
Your Lordship. 

Thanks very much. Now turning to the other point. 

Do you know ir. Frawley, you understand figures so much 
better than I do and I like to have the witness tell me 
in story form. vith regard to those agencies in country 
points not standing on their own fest and the old story 
of the cities carrying the load, what have you to say 
about that, Mr. Halverson? 

MR. FRAWLEY: Perhaps that is all wrong. 
I just wondered if that was so. 

THE CHATRMAN: Quite soe You naturally 
have to explore its 

Our feeling is that the cities uo not carry the load as 
that extra cent per gallon that it costs to deliver to 
farmers we receive from the farmers. 

THE CHAIRMAN: | : Yes? 

So that takes care of itself. 

Then there is the thought that is put forward that these 
stations, speeking generally, over and above that delivery 


phase do not stand on theiz own bottoms? You have to 
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pick up the slack by charging generally the consumers 
in the cit-“ses? 

A It is our feeling that these direct charges by virtue 
of our having bulk stations are more than offset by 
transportation savings, so no one is penalized. On tho 
contrary they benefit. 

Q That is the point, and it may not be possible. That is 
what wo would like to hear fram you, that is the point 
of isolating your cities. I can quite see, you have a 
Station at near Leduc, somewhere, Millet. It may be 
a saving. But is it a saving if Millet and Leduc, 
neither one, stand on their own feet. Then perhaps 
Galgary and Hdmonton are paying. That is the thought 
that is being put to you for examination. Neither 
one may be standing on its own feet. It might be a 
Saving to have it at willet and not only at Leduc but 
it may be a loss to have it either place. If So, and 
it is paid for, then somebody else pays? 

4 If we did not have stations at either place end assuming 
that wo were to continue business in that area we would 
have to move our products in some other way. They would 
have to be moved in there unless we withdrew from the 
area. It is our contention to move products in some 
other way would cost us more than our present waye 

G Then you say, at least if I properly understood your 
answer, that if you do not have these stations in these 
country places, your volume would become tremendously 
reduced and your operating costs .s0 greatly increased 
and your marketing costs increased and all cost increased 


by reason of the drop in gallonage that it would stand 
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you up more than they do now? 

4 It is quite possible if we went ahead with some ill 
adyised system of contraction that the gallonage we 
might losc would inerease our over all cost per gallon. 

I think that we are, in our endeavor to reduce costs, 

we are reducing markets in the provinee, and I think it 

ic a benefit to the province for us to cut our costs 
down. Because as we cut our costs down we reduce prices. 

Q Of course. 

I think that we are keeping the pressure on the over all 
price structure all the time in a downward direction and 
the minute that we find that it raises our costs we will 
not be able to continue the policy of downward prices. 

q Of course, the average person would likely think, without 
the benefit of explanations that you and others will give, 
that it would at first blush strike him when he sees in 
one town say, five service stations wheres he knows quite 
well that one would serve the needs of that community. ast 
least it seems to him that way. 

r | YeSe 
That there is aathe duplication, some necessary loss there. 
To see this little town with five service stations, a little 
village, hamlet. That is competition going crazy and the 
public are paying. That is what would occur to the man, 
the ordinery man who finds that in that little village? 

A That ts quite a reasonable assumption. 

“hat is the answer to that do you think? You have thought 

about these things and with a much wider knowledge than 

anyone here has, perhaps, on this bench certainly? 


A I think in terms of not what things seem like but think 
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of actual things. You have an actual cost. I always 

get back to that factor. 

There are five stations there. That is an actuality. 

One will serve the public of that area. Let us take 

that as a fact? 

“e will say there are five dealers in the community. 

In most cases they are garage men. They have stores, 
hardware stores. The gasoline part of their business 

is only part of their business. You go through the 

rural areas and you will not find five people living 

off the retailing of gasoline. They cannot do it. 

They sither have a garage where they repair ears, sell 

cars and store cars. Very often they sell automobiles. 

In some cases they sell implements. In those rural 

towns force of circumstances has made it necessary for 
aman, a retailer to be in more than one kind of business. 
Yes, but only 117 out of 284 retailers are. But you are 
going to verify that? 

I am speaking of dealers at the moment, retailers. 

Oh yes. 

MR. FRLWLEY: The retailers are a little 
different. ‘%e will have to discuss the retailer's spread 
separately. How many retailers there are depends upon 
largely what the retailer charges over and above the tank 
wagon and I would like to confine my discussion with you 
for the moment to this question of tank wagon. It is a 
perfectly fair thing to put to you, Mr. Halverson, that you 
have fixed a price of 16% cents for every point in Alberte. 
fiat Lt is 164 cents in Celgary and 16% cents in Beaver Lodge 


in the Pesce Rivers That is literally so? 
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A The basis of our price structure is 16$ cents Calgary 
on Three Star plus the tank car freight with the exception 
of southern Alberta. 

Q Excepting Southern Alberta for the moment. Tho man in 
Beaver Lodge, the retailer in Beaver Lodge pays 164 
cents plus freight? 

v) That is correct. 

q And then he, of crouse, in turn gets that freight. 

So that the Imperial we can really very sensibly say, 
and it is convenient indeed, that we can talk about 
164 eents as being the price of your gaSoline at every 
Place in Alberta excepting the southern fringe? 

Yes, 16% cents exclusive of trensportation. 

q And the transportation is passed on in so many cents. 

I put it to you that you ere fixing that 16% cents not 
for Calgary but for the whole province. Wow let me 
explain what I mean by this. You have some knowledge, 
have you, of the manner in which telephone rates are 
Ted © 

A No, I heve not. 

Q If you will let me put it to you and assume with mo that 
the rental which you pay for your telephone in the city 
of Toronto, be it ©60.00 or 75.00 a month, is a rate 
which includes something for the maintenace of stations 
operated by the Bell Telephone Company outside of the 
city of Toronto. In other words then if you were paying 
purely for the service that you got and the telephone 
stations in the four corners of the city of Toronto, you 


would be paying a lot less. You follow my suggestion? 
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Q And I may put it to you the same thing pertains in the 
Province of Alberta. I suggest that you are doing 
precisely the same thing. I am not suggesting that 
you are departing from what is right and proper. I say 
that is what you have to do because of the fact you 
have stations in Beaver Lodge and in the Peaco River 
country and you have stations in St. Paul and in 
the Rocky Mountain House district and down through 
the dry erea and you have to survey the whole province 
and your whole marketing organization when you fix. the 
price of 16% cents? 

A Yes, we take the over all picture. 

Q So that you have to have in mind you are selling 2,000,000 
gallons, 2,022,000 gallons in the city of Calgary and 
1,900,000 gallons in the city of Edmonton along with 
7,000 out in Compeer and 28,000 in Endiang, and so on 
down the line. It is the whole provincial picture that 
you survey. If you were operating only in the city of 
Calgary that comes back to taking the cream of the business 
and you would not need your regular spread. Is thet not 
so? 

v) Yell, it is quite possible that although it is impossible 
for us to allocate exact figures against the city of Calgary, 
because our plant here ships lubricating oils, tires and 
batteries al11 over the province, at Mr. Cottle's suggestion 
we made a very sincere effort to see if we could not break 
down the costs for our Calgary and Edmonton plants, as 
between those in’ those two cities and what they supplied 
to outside territory. There is the question of taxes, of 


allocating the taxes of the plant; and there is the 
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question of what part of the warehouse is used for city 
business end what is used for country business. ‘ie found 
it impossible to allocate, for when we say or when anyone 
says we can do business in Citlgary so much cheaper, it is 
a guess. But my guess would be, and it is only @ guess, 
is probably half a cent per gallon. Wow to give you 
specific figures. 

Q The question I am putting to you, supposing you were a 
marketing company operating only in and about the city 
of Calgary. Let me zo back to the operstion of the Bell 
Company. You have some knowledge of that? 

A Not the Bell. 

Q I mean not in detail but you were gware of the fect the 
Bell Company operated in the city of vUslgary and just very 
Slightly outside the city of Caglary. And I put it to 
you that that Company was, as it is called, taking the 
cream of the business and that it was not fsir, therefore, 
to compare the spread that thit company would need to the 
spread which your company noeds operating a provincial 
wide marketing organization. Is that a fair way to put 
it to you? 

a I would say that in the City of Calgary we could probably 
market for half a cent less per gallon than we can on tho 
over all territory. 

Q You say just half a cent less? 

4 Here are some figures that are specific. Last night you 
mentioned the spread on Three star Gasoline, or you 
mentioned a price of 10 cents per gallon. That is the 
jobber's price. I did not think it was quite a fair price 


because you took one contract which expires at the ena of 
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this month. 

Q No, let us take 10% cents. I do not think we should 
emphasize the McColl contract. 
10% cents. 
OUrse 

4 How the selling price in the city of Cslgary, the tank 
wagon is 163 cents. But the point was overlooked last 
night that practically every gailon sold in the city is 
at undivided deeler's prices, which is 154 cents. That 
leaves 5 cents. Wow going on, ss I mentioned in my 
brief, our price structure in Alberta is less than 
Calgary plus the temk car price on eccount of the Southern 
Alberta situation to the extent of $32,401.00 or ls6 cents 


per gallon on our direct business. 


( Go to page 9744 ) 
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IT also mentioned in the brief thet transportation in 

excess of tank car rates for the Province of Alberta was 
$54,097.00 or .24 cents peg gallon. Eliminating any 
consideration of allowances that totals $86,000.00 or 

-59 cents per gallon, wiich our over all alberta picture 
néeds’or below the posted tank waggon price at Calgary. 

In addition in our m:irketing expense, our marketing expense 
does not include evaporation, which is acne loss and 

that amounts to <ll‘cents; add that to that .39 cents 
which we are absorbing throughout alberta, and I do not 

sec how we-can get away from it. 

“heat 18 this you are absorbing in Southern Alberta? 
Transportation in excess of tank car rates and we cannot get 
away from it unless we put in more equipment throughout 

Che vlwe LG. 

A glowing example of Southern alberta, and I was going to 
discuss that with you, is Cereal? 

ow, to conclude, that is .09 cents and .11l cents 
evaporation, wh:ch is not included in our marketing expenses 
is one palf cent per gallon. Take that one halt cent iper 
gallon from your 5 cents that we have after deducting the 

1 cent undivided dealer's price, and that leaves 4¢ cents. 
And out of that 44 cents in the City of Calgary we have to 
pay our marketing expense and make a profit. Now, I have 
given you what I might say is the worst picture against 
ourselves. Now, let us take Acto gasoline. 14 cents, less 
5 to the jobber sale. Now, the undivided price, that is 

4 cents, and Steet that same half cent and you have 3% cents 


with which to meet the marketing expenses and make a profit. 
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And in this connection I think it might be proper to mention 
that I am just advised that although this is not conclusive, 
but I think it indicates that here in alberta we are working 
in theyrigh t direction, thet gasoline prices in the State 

of .ontana have advanced-1# cents a gallon across the board 
in the last day or two. Now, that puts Great Falls more 

out of line with Calgary than hitherto, in spite of the 

fact that the consumption in Montana is 774 gallons per 
Square mile as compared with 265 in this Province. I think 
that is pertinent with regard to spreads. 

I do not want to examine this spread. But as I say, I must 
give you every opportunity, of course, of discussing it. 

But that is something which you know, Mr. Cottle am Dr. Fry 
are making on extensive examination of and will put to the 
vommission. That is only their presentation and anything 

you want to say in defence of it we must certainly listen to. 
THE CHAIRMAN: And we are very glad to have. 

MR. FRAWLEY: Yes. You, after all, are the 

man who knows all about the marketing practices of the 
Imperial Oil Timitea? 

I endeavour to know about that. 

And we probably are just amateurs compared to you. 

TH: CHAIRMAN: I do not know enough about what 
you are approaching and I just want to make this basically 
Glear. “Ye are just as much interested in hearing what 

this witasss has to say as to what Dr. Fry has to say. 

Pe FRAWLEY: Quite. 

THES CHAIRMAN Because this witness' evidence 
may be the evidence we will aceept.: So if. thereed sia 

single thing you are taking Dr. Fry over I suggest you 


ought to take this witness over that ground. 
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MR. FRAWLEY: Yes, that is just what I am 
trying to do. 


THO CHAIRMAN: The same ground. 
MR. FRALEY: Frankly, I am not going to 


endeavour to explore in detail this complicated question 
of all the factors which go into the spread. Mr. Halverson 
has had considerable opportunity----- 
THE QHAIRMAN: Mr. Halverson Should be told 
whet you are going to explore with someone else so that 
Depmovecover sib) in Trontot us. 
MR. FRAWLEY: Quite, and I think that has been 
present in .r. Halverson's mind, that Dr. Fry intends to 
make a critical analysis of your spread - dissecting it 
and discussing it with the Commission. That is why I say 
I cannot help you very much in exploring it but I want to 
give you every opportunity of making your statement. 
A I had a full and complete opportunity of stating 
our position. 
Q hank you very much. Now, let me put it to you once again, 
without throwing the cities into relief against the country, but 
being a Provincial-wide organization you must, in determining 
the price at which you will fix the tank waggon, have in 
mind the fact that at some stations the sallonage is thin 
and at other stations the gallonage is heavy? 
A It would vary a bit, of course. 
That is what I mean to say. And if a person was operating 
solely in the two cities of Calgary and Edmonton, I mean 
presumably not your company but some other comoany----- 
A Unless we had some basie price structure such as we have 


we would have to endeavour to figure out the actual cost of 
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everything at every station and have a price in accordance 
with it. ‘“e find it is impractical so we equulize it. 

Q The only suggestion I am making there at all is thet it 
does seem to approach it in that way, that the better 
stations carry the thinner stations, be they city or be 
Bney@country. That is so, is it not? 

Ao XO Sie Now, I tried to make it clear that is not true to 
the extent thet is sometimes thought. 

& No, thet is true that really in cents per gallon----- 

& Naturally, I must admit in honesty they are not identically 
the same but the difference between them is. not as great 
as it is supposed. Because if we had an unprofitable bulk 
station or a bulk station that was a great deal out of line 
it would be good business for us to close that and we would 
do so. 

Q Now, let me pass to another point---- - 

THE CHATRMAN: Before you leave that point. 
You have taken the time to make that noint and let us 
find out is it practicable to make that division. The 
suggestion is in the large centres that they necessarily 
carry the load,in some measure at least, for the smaller 
ones? 

4 Yes. 

7 igen it practicable, the point being made, it must be 
made for some purpose, is it practicable to do that, | | 


} 
i 
to say we will eliminate the small ones and the cost will | 


| 
be less to the big ones? 

A To eliminate the smll bulk stations? 

Q Yes, is thet the point, Mr. Frawley. You have been some 


time showing - and we want to understand it too - you 
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SEES a 


~~ 


have been some time in fact establishing that the larger 
points, the ones with the greater volume, will have to in 


Some measure carry the load, as you put it, for the thinner 


places. 

MR. FRAWLEY; There ig a drain there, Mr. 
Chairman. 

THE CHAIRMAN: There is some point in that and 


I want to know what it is. 
MR. FRAWLEY : It comes back to what I said a 


minute ago----- 


THE CHAIRMAN: If you cannot cut out the thin 
ones. 
MR. FRAWLEY: “iy point is, if you cannot, after 


@ complete survey and everybody striving to do their utmost, 


if you cannot cut out those and then the thing must go on. 


| But I am suggesting that that is a place where the Commission 


might find some reality to take away that drain. I call 


\that a drain, like a ball and chain on a man's foot. 


THS CHAIRMAN: Should we then put it to the 
witness is it practicable to cut out the thin ones? 

I will be glad to answer that, your Lordship. I am assuming 
that we should be able to----- that consumers throughout 
Alberta should be able to secure petroleum products at all 
seasons of the year, the kind of petroleum products they 
require. Assuming that, then it is our problem to supply 
those requirements by the most economical method we know how. 
If we feel that some of these smaller stations are 
uneconomical and we can devise some more economical metho 
of supplying the needs of that community then as a matter 


of good business we will withdraw from that agency. But 
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we are assulling we will have to figure -ut some other way 
of still supplying the community. 
Q MR. FRAVLEY: That is true. 


We have been from time to time eliminating the odd bulk 
station, because as I pointed out yesterday we have quite 

a few less now than we had four years ago. It 16 @ precess 
that is eontinually going on. Checking over the bulk 
stations and seeing whether there is some other method by 
which we can distribute to that community more economically. 
But I want to make this reservation again because I have 
made it several times already and it is an important one, 
that within trucking radius of Calgary it would probably 
nay us within 100 miles and the present disparity between 
the trucking rates and the rail rates ms Vruek into under- 
ground Ler c and discontinue using es But we hesitate 
to. scrap all plants within 100 miles of Calgary and then 
find that the rail rates have come down and we are tied to 
a system that we do not consider economic in the light of 
the new rail rates. 

Q Just to be conerete and following up that particular question, 
you say you are striving to eliminete some of these stations 
you think are not economic, but you must at the same time 
try and figure out some way to serve those people from 
some other point? 

“a Yes. 

® at the risk of repeating what I was doing yesterday, let 
me go to the station at Cereal where there is an Imperial 
plant, a British american plant, a North Star plant and 
AIG 1 RS Central Co-Operative plant. let me call your 
attention to the fact you sold at that station last year 


the very small amount of 8,000 gallons? 
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s Yes, for very good reasons. 

Q I do not want to repeat what we did yesterday, but why 
do you say that you should not just leave Cereal. Now, 
the people of Cereal are not going to suffer. That is my 
point, because there are three other places where they can 
gO and get comparable products with yours? 

& You have asked me to answer a question and T will be gled 
to answer. In checking over some of the stations where 
the gallonage last year was exceedingly snall, it is part 
of our job, and we happened to touch on Cereal as one of 
the stations and this is a reply from our Mr. S. R. Stevens: 

"Cereal and Chinook. Both of these agencies are 
"in a continued droughtarea which has resulted 
"in very small gallonage at these points. “le 
"have continued the agencies aS we believe that 
"the eyele during the years would change and we 
"olan to carry on this year in the hope we would 
"have a crop in that territory and our arencies 
"would then be necessary to handle the business. 
"Railing to show improvement this year we will 
"have no alternative but to make a change in our 
"method of operation probably by discontinuing the) 
"arencies and arrange for decler control to take 

y "care of our requirements in this area." 

Dep it may be, ’as Tsay, and it is just silly for me to pul 
this other suggestion to you. “hat I say is that you 
leave Cereal and there is going to be lots of people 
selling them the gasoline, standard gasoline? 

A The point you overlook is when the volume returns there 


we will make more transportation sevings there by having 
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tankage there than our direct charges. ‘le will save money 
unless we truck from Calgary and that, of course, is 
some thing----- 

Q I do not want to labour it, but you just have not given any 
consideration to the question I raised yesterday. You say 
there are thousands of things wrong with any such suggestion 
as that? 

& ‘Te would close Chinook to-morrow if we were convinced that 
the present gallonage is the permanent gallonage at that 
point. But it should be considered that if good marketing 
conditions returned and we sold a large volume and have to 
truck it in at a higher cost than if we had tankage, it 
would be poor business. 

Q «at Heisler last year you sold 14,000 gallons. Ycu are 
there and the North Star is there. There is not much 
point me questioning you, not knowing what the North Star 


sold. But if the North Star had a pretty good gallonage 


(page 9752 follows.) 
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You ere picking out some of the really small ones and 
those are having our continual follow up. 

Yes, to be fair to you I was endeavouring to pick out 

some which were, which looked to me to be very thin, 

well would you sayHeisler was thin? 

WellHeisler had 14,000 gallons, that would be pretty 

thin. 

It is thin? 

Yes. 

And there is no drought area there, Heisler has a good 
farming district? 

And may be good business reasons but I cam look into. 

You see therearea lot of facilities over there, Forest- 
burg has two stations, Galahad has two, Kosalind has one, 
and Camrose has plenty, about 10, tht is the sane thing, 
and there is no use to pursue it because we have too many 
other things---- 

But I do want to make this statement again that points in 
the drought areas and we have that in Saskatchewan pare 
ticularly, we have that experience particularly in Saskat- 
chewan, we do not like to withdraw from an area and then 
when good crops return we have to return there and we re-er- 
ect the plant. There is a point reached however where you 
have to make a decision. iiow at a point like Heisler 
there is no reason in the world for us having an agent 
there if it doesn't pay us, we will check it over, because 
we can get a dealer there to handle our products if that 
is the most economical way of doing it. 


That is it. 
we do not have to withdraw from the Heisler area simply. 
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because we take our bulk plant out of there. 

Let me understand that for the last time, you say it does 
not necessarily follew that you would leave that ta. the 
North Star Oil Company, that is that might be in oppos- 
ition to your costs tht I am seeking to achieve, that 

is your point is it not iir. Halverson? 

well we do not feel like withdrawing from any area where 
we have been doing business for 50 years and we feel we 
Gan operate just asp econouically in the drought areas as 
others and why should we withdraw under those conditions. 
You do not think that you can sell a less gallonage, a less 
gallonage at the end of the year and still by virtue of 
your costs being down, be in about as good a position 
financially? 

The difficulty is that you cut down on your direst expenses 
only. You still have all your supervision, you have the ) 
sales force, you have your office stafff, because the 
minute you close an agency you have not reduced your office 
staff to speak of because the invoicing is still going 
through, the dealer replaces your agent and it becomes a 
credit account instead of a cash account “nd in that con- 


nection I might give somefigures which I think are pertin- 


ent. 


Yes. 


I realise that it is not necessary to introudce things 
that I an not asked but I am trying to be helpful to the 
Commission. 


Surely? 
And if it is not helpful I would like to he told. This 


is the savings by closing am agency insofar as office 


a 


8 ar 
é : whe 
-; 
‘ ° mh 
2 js = 
y _ ae a 
a eet = 
ene 
ay 
* a tae 
2 Ne, r & 
4 
a 
es 2 ect 
‘ 3 ary 
. eS I 
ra 
‘ = ! 
- r 
aes 
J S 
: Pe oa 
: F 


oa 
«S$ 
so ia 


<s 


ent 
‘oe 


me 
~ 


ov. 
a 


ed . 
. t r: 


at 
F 7 


Aed-Halverson 


C2 
3 


-9754- 


staff and things of that character are concerned, it is 

very difficult, this is by our chief accountant for 

Alberta: 
"It is very difficult to estimate what the Bav—- 
"ing in clerical staff would be on the closing 
“of any number of agencies. In 1933 when steel 
“barrel agencies were closed throughout the West- 
"ern divisions, we do not recollect any substan- 
"tial reduction in personnel in Ldmonton. We 
“made a saving by dismantling our Farm Credit 
"Department but that had no bearing on the clos- 
“ing of agencies. It is, of course, anticipated 
"that we would retain all the sales volume at any 
"None of these points in which event what business 
"we are now handling in the nature of cash sales 
"would undoubtedly come through as credit. sales to 
“dealer outlets and it is difficult to estimate if 
"the saving in the eliminating of a number of cash 
"sales invoices would be offset by the handling of 


No similar volume as credit sales. In our opinion, 


"the handling of the credit business is more costly. 
"Of our office personnel , it is surprising the small 
“number who are delegated to the handling of daily 
“routine sules volume» Our Credit Departuent and all 
“those clerks connected with accounts payable, sales 
"nromotion and stenographical staff are entirely 
“Nanart from that group which is affected by the nunm- 
"ber of substations we operate. The number of sub- 
“stations, however, is directly reflected in the 


"Stock Department where the substations have a direct 
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"relation, particularly in respect to the office, 
"but it did not reduce our personnel in 1923. It 
"would take at least the closing of fifty stations 
"to affect any reduction in the personnel of the 
"Stock Department which would average one clerk 
"90.00 a month - §1,080.00 

Li The following is the per~ 
"formance and expense of one full-time substation 


“auditor for the year 1938: 


7 Wumber of verifications e87 
i Expenses G2, 004.98 
" Salary 1.000.600 
§o, 004.98 
Y Fifty stations would cost $3,052.50 ----- $3,052.50 
7 The office expense in the 


"housing and the possible reduction of one clerk is 
“negligible and we might possibly save in supplies 
"by closing of fifty stations (3.00 for reports and 
“naterial that would not be used by the stations 
“which would ordinarily supply the fifty points 
Nglosed = 150.00 
i § 4,287.50 
M averages about 185.60 per 
"atation." 
However as against that we would have heavy credit losses 
because the agencies that we closed we would have to 
give the dsalers credit ang our experience hag beem=--— , 
mhe FRAWLEY: what do you mean by that, IL 
do not just follow you? 
Where we clcsed a number of agencies back in 1933 and 1904, 


a dealer went in and handled the business and he wanted 
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oredit of course. If we would not give it to him some- 
body else would and the first thing you would know you | 
were running up a credit account of 1,000, 2,000 ana 
3,000 dollars and then just about the time $ret thresh- 
ing started in we would be in the position where we haa to 
cut him. off and probably he didn't have money to buy 

his supplies with and that is a really ingortant factor 
that under our system of bulk stations the product is in 
effect ours, which means that we are not getting involved 
in bad credit or running out of stock because the dealer 
in question is not able to pay cash for it. I am speaking 
in that respect from very practical experience and not in 
theory. 

Yes, ir. Halverson, would you please prepare for us an ex- 
pense per gallon statement at several of the small order- 
line substations, I think tlt might be a useful statement 


to have? LY mY “~ 


Will you wake a note of that please. Be tz 
Now you spoke about the giving of credit, your company has 
now developed to a great extent the practice of extend ing 


credit to customers by the use of what we call “courtesy 
cards"? 

Yes. 

Has that gone into much overhead cost, is that adding to 
your cost very much? 

I ado not have the exact figures with me regarding that? 
would you give us a statement covering that iteni? 

I would be very glad to but the losses in our opinion are 


reasonable, otherwise we would discontinue it. 


Yes. You have some salaried stations in the country, at 
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Wetaskiwin and Ponoka? 

Yes. 

Asp well as at Ldmonton and Calgary and Lethbridge, and it 
has been suggested to me and I would like to add to my 


last question, not only the losses :n operating the credit 


card system but the expense of operating them? 


I will be very glad to give you that. 

Now why have you got a salaried operation--<*= 

But there is one angle in regard to credit cards, we have 
an international exchinge of credit cards. 

They all seem to have fram looking at then? 

4nd in astern Canada in particular it is very useful, a 
tremendous amount of business we get by virtue of these 


oredit cards. If the policy were to be eliminated in 


Alberta, then we would have an international exchance of 


credit cards with the exception of Alberta and of courge 
that is something which we have to keep in mind. 


Surely. 

Yes. 

Why @o you have a s@laried cperation at iJetaskiwin and 
Ponoka and Calgary and Edmonton and Lethbridge? 

Well we feel that points like Calgary and Hdmonton cert- 


@inly should be operated on a salary. They have.a tremen- 


dously diversified activity and should be under the direct 
a of our own salaried employees. when it comes ta 
points like, we have five points we operate on salary and 
you mention Jetaskiwk n and Ponoka; I will give you the 
exact figures because I have them here but at those two 


points we have old salaried employees who have been with 


us 20 years or more, they have been agents there for a 
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long time and they do not want to go on a commission 
basis ard lose their rights, pension rights and that 

kind of thing, and seeing that there is practically no 
difference at those two points between commission costs 
and salary, there is very little difference, and we feel 
in fairness to these employees that we should leave them 
on salaries. 

Would you file a statement just showing what the situation 
is at Weteskiwin and Ponoka? 

Iwill be very elad to. In fact I can read it to you but 


I do not wish to take up too much time and we would prefer 


to make a statement. 
Thank you, Mir. Halverson. Now in Exhibit "314" page 5, 
before you get to the discussion of the details, you say 


that: 


“Exclusive of our company owned service stations 
"we supply 700 dealers in Alberta who have under= 
"eround tanks and gasoline pumps for retailing 


"their products." 


That is the general run of service station man and garage 
man ? 


Yese 


"In addition we supply 127 consumers by tank 


"waggon." 


And who are those 127 consumers, what kind of people are 
the y? 
Wholesale organizations, fruit, groceries, hardware, 


plumbing, plumbers, contractors. 


Now I think that should be dis- 


cussed just briefly perhaps, you realise that there is 
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that that is a pretty contentious Point, te 1s) notin 
the industry that the service station man, that the re~ 
tailers complain pretty bitterly of the freedom with 
which you will supply gasoline to wholesale grocers, 

just as a type, at wholesale prices and what is your 
justification for that practice, lir. Halverson? 

To begin with, to the best of my knowledge there is not 

a great deal of complaint at the present time from the 
retailers. Thereare certain retailers who would like to 
have all the business going through thea but the con- 
sumer whn operates a fleet of trucks----~ 

What do you mean by a fleet, that is the point? 

Well we will say three trucks. 

Or even two and I think I can give you some instamoes 
where the man with two units will go on your 10(% dealer 
basis? 

Z em not defending, 4 am just explaining. 

Yes, quite? 

Now they figure costs very carefully, the same as the farmer 
figures costs, and we have to give them the undivided dealer 
prices because somebody else would and we would lose the 
business, that is the long and the short of it. 

That ib somebody else like yourself, some other wholesale 
distributor? 

Practically any other oil company would do it because the 
consumer insists on the lowest price he oan get. 

That does not advance us so fur as the Commission is con 
cerned because we will put the same question to the other 
marketers, as to what their justification of it is. Sup- 
posing you were alone, I quite ses your point that if you 


stopped doing it and the North Star and the B. A. kept on--~ 


= 
AS, 
7 
ont 
+ 
ox 


. : . 
~ +, 
ore 
Hong os 
ie 
o g a 
: oye 
e% 2 + 
oy ws 
Ss) Sia 
é. mi 
. 
s are 
? ‘ 
ay >t 
at pd 


ie 


tad » we = 
ore s can] < be 
r pees - . — 
-é oat “We 
o~ See . , 
a ba ~ : 
oa ies, 
i “ . 

‘ nfl a8 o~ 
wainse se oe Fe 
ed tee r* ne oo 

“> _ -- , = 
—— os - 
hee es 

ai +5 oe 4 
s4 ies ole | 
. : ons 

oi Big. Poe 
~ = Neer 

. fs be 

F oe 

. 
Am gee ach 
s a? 
= ates * cane 
my . i 
‘ ee red bad 
- z t 
as 2 al 

a; i oe 

a Ss a Fags 

Xe J - #} 

: *. hy 

Vien Peer 
‘. , h/ 
r, . c 
. — 7 

soa ve ee 

. , a 

ae pe 4 

~~ ¥ n 

tot Hy rw 
ty ae irae 
Fain Honk ed 

Fe 4 on 

ae res ry 
S ; ns 
“~ 
v 
PR, rs 
od rat 
, * SA 
Sa : coo 
= Ne i eG 
. 
e . 
~~ ™ 
<4 . 
2 =a 
4 od 
~~ va . 


oe 
iz 
= 


oe 
“% 
a ? 
, 


4.&.Halverson 


02 ~9760—" 
9 


A we would be quite willing to adopt a policy of not extend- 
ing undivided dealers’ prices to anyone who did not have a 


minimum number of trucks. 


Cj Yes? 
v3) Providing it would work out in practice competitively. 
Q Yes,, 1 used to wonder why you gave them the undivided 


dealers' price, it seemed to me, if I may say s0, it is 
bad enough to give them the posted tank waggon price be« 
cause after all if 1 were a wealthy man and had two or 
three cars, I would be in the same position as the whole- 
sale grocer that has two units, two trucks, and would you 
give me the undivided dealers prices? 

A I do not quite follow you. 

Q Would you give anybody, any consumer, the ordinary citizen 
with three or four cars or two cars, let us get down to 
two carg~---- 

b No, we restrict it to commercial. 

Q You restrict it to commercial and now why, why not give 
the ordinary citizen the same rates as these wholesale 
grocers, where you put a tank in thdr backyard and give 
them the undivided 100% dealer price? 

A We do not put the tank in their yard. They put in their 
own tank and if we were not willing to supply them as an 
Undivided dealer somebody else would and that is the 
reason, but 1 say so far as the policy is concerned sms 
were workable, we would be willing to restrict that un- 
divided dealer price or even the posted price, we have no 
strong opinions upon it, providing it will work and the 
only way you are going to make it work is by regulation 


and that would mean one more regulation. 
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One more regulation to be evaded, one more regulation 

to evade, because you know what it is doing now, lirs 
Halverson, I do not want to dwell on it because I am 
interested in costs today, and if it is not going to 

help our cost feature it is just a wrong thing that 

will have to be cured some day? 

L believe that the man who operates quite a number of 
trucks is going to continue buying direct. 

Oh yes? | 
I believe it is going to be impossible to force that man 
to buy at retail. 

Yes? 

And the man who has only one or two trucks is not a big 
factor in the throughput of the average service station, 
not enough to warrant any drastic regulation which will be 
difficult to enforce. The gallonage would not be sufficient 
to materially reduce that retailer's cost for doing business 
in our opinion. 

All I am interested in is that it does, one immediate effect 
it has is that the man with a two or three unit, he Knows he 
can go to you and make this arrangement, and there is a great 
danger, and I am told it is done, that he goes to the service 
station ane, the retailer, and demands the same price from 
hin? 

It is quite possible. | 

Through the retail facilities of the retailer? 

It is quite possible. 

And that means he is selling at two or three prices? 

wily own feeling is that any firm that does not operate five or 
ten trucka should pay the posted tank waggon price. 


Now Mr. Halverson, will you go to the item of service station 
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Le 
expense, which you are dealing with in this Exhibit 
"214" at page Q---- 
THE CHAIRMAN: The other thing which oc 
curs to me, carrying it to the other extreme, have every- 
body go to the wholesaler, at least to the manufacturer. 
MR. FRAWLEY: Yes, oh it is not cnly that--- 
THE CHAIRMAN: why Should this man who has 
two or three trucks get the undivided dealers! price, per 
haps everybody should get it at the undivided dealers’ 
price and there should not be any undivided dealer. 
wRe FRAWIAG fs that is right but hir. Halverson, 
to answer the 6hairman by questioning you a little further, 
the evil I see in it is that by establishing that practice 
you people, the oil companies, and fostering that practice, 
it puts a weapon in the hands of the man with the two trucks 
to go to the service station and get a special price, per- 
haps as the Chairmin says it should be more wide spread and 
that I would go into the service station and by using a 
lot of loud language and telling him how I can get it from 
the Imperial Oil, force him to sell it to me at a lesser 
price’? 

A A point that I did not cover, Your Lordship, is that any 


motorist who will put in an underground tank and take by tank 


weggon delivery ag the wholesaler does, can also get the 


posted tank waggon price. I+ is not denied to the motor~ 
ist. 
a Let us be clear about that, then you say any citizen, 


country or city, who will put in an underground tank in 


his backyard or under his garage floor, and put a vertical 


pump on it to operate it himself, can buy direct fram you 
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at tank waxgon prices? 

That 1s right. 

I don't suppose he even has to worry very much about buy- 
ing that equipment, is there not an awful lot of abuse 
about loaning equipment? | 

I told you the figures of our people for loaning equip~ 
ment, which was practically nothing for the whole 
Provinces and .ost of it was up in the North part, in 

Gold Fields. I am nnly speaking for myself. 

But you have some knowledge about what the other companies 
do. I put it to you some companies will furnish equipment, . 
tanks and pumps, to give you a glaring example, they fur~ 
nish the equipment and never collect a cent, and then take 
it back, they may do this to a road contractor? 

They may do that because the road contractor uses maybe 
50,000 a year but there is no chance of them loaning equip- 
ment to a motorist who buys only maybe 5,000 or less a 
year. 

and the motorist will have to pay for each tank and pump 
which he may want to buy from your company? 

That is correct. 

To operate a sort of self-serve operation in his garage? 
There is the odd motorist who may have two or three cars 
and he does that. 

And that is just to stop that sort of operation, not going 
into the servee station am paying 45 cente more? 

There are very few motorists that will go to the extent of 


putting in underground tankage in order to buy at tank 


waggon prices. They prefer to buy at the service stations. 


How about the motorist buying it in the barrel? 


That is against fire regulations and we do not do that. 
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That is what the Peamee does? 

The farmer, well of course he is not living in the City 
of idiaonton, he is out on the farm where he can buy it 
any way he likes. 

He may live in the City of uamonton but operate a farm, 
but he would have to confine those operations to the 
farm? 

He would have to have his barrel at the farn. 

TH CHAIR: N: He would only burn down 
the farm house I suppose and not the whole city. 

MR. FRAVWLSY: Yes. dell now out of a lot 
of this discussion I would like to take this situation 
which you call the service station expense and I would 
iike to file now with you, ir. Halverson, something which 
LI think you will agree was prepered---- 

THE CHA Tiss: I seem much confused about 
hire Halverson's answer, not about his own stations but 
about there being five wore service stations ina small 
town to serve the needs of those people, and that perhaps at 
the expense of unduly bothsring you again, isre Halverson, 
what do vou say about tit, let me get that clear in my head 
with nothing else associated with it? 

You are referring to retailers or wholesalers? 

Well at the morient--— 

Bulk stations. 

At the moment I am thinking of what the ordinary man sess 


when he goes into a town, which are service stations I 


suppose? 


ketailers. 


Yes and he sees five or six and he knows, thinks he knows 
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that one will do very well. Now that is just not touch= 
ing your company, that is touching a situation? 

rn Yes. 


Q On which I would like to hear you. “fou did give it but 
I do not know that I understood you and I want to be 


sure I do? 


A To my knowledge, to state to what extent it increases the 
retail marketing, the dollars thing, to compensate for 
the fact that he has four competitors instead of having 
the business to himself, it is hard to determine because 
there are so many other factors. If those five that IL 
mentioned before were exclusively engaged in retailing 
gesoline and petroleum products in a ene point, it would 
undoubtedly add to the exrense,but the man has a oar 
egency, sells Buick cars and he puts a pump or two out in 
front of his place, his only real expense is the cost of 
those pumps, nothing else. He has the building there, he 
has the building and he just adds the pumps, that is what 
is usually being done in eottntr; toints. 

Ce The sole answer is that he is engaged in other things? 

A Usually. 

Q WRe FRAWLEY: - In some small points you find 
no service stations at all, there is just a pump outside a 
hardware store? 

: There isa Pe dennciee someone thinking he is passing a 
service station when he is passing something which is not 
a service station at all, I have had that experience ny- 
self, but a dealer may, for instance, just cut off the cor- 
ner of his premises, the premises may be there before he 


atarts to sell gasoline and he wants to give service to 
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his customers, who want to get repairs, and he gets 

the idea "I will just cut off the corner of may build- 
ing and clean it up" and the average man driving by 

may be apt to think that that is a super-servie station 
while it is merely a garage that has been already there, 
and which has been painted up and improved. I am some- 
times confused myaelf whether it is a service station or 
Just a garage which has been made over. 

ur. Halverson, you have dealt in your Exhibit with ser- 
Vice station expense and perhaps some of these points 
which the Chairman is raising may be developed now, I 
would like now to file this statement of spreads retail 
Spreads, spreads between wholesale or tank waggon price 
and service station price to consumers as of the lst of 
January, 1939 and this statement is one which your 
Alberta monager was good enough to prepare for my use 
and I can file it with the feeling that it is fairly ree 
liable, would you like to take a look at it before it is 
just filed and just check one or two points tc see that 
it is accurate? 

Apparently they are the sasie. 

luke FRAWLEY: I would offer this, Mr. 


Chairman, as an axhibit. 


(DOCULLNT PRODUCED HERE i.AREED 
(AS GXHIBIT "S2e")-. 


THE CHATIwwaN: hat is this. 
wiRe FRAWLUY: 


between wholesale or posted tank waggon price, as we have 


It is a statement of spread 


been calling it, posted tank waggon price and service 


station price or price to consumers as of the lst of Jan- 
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16 
uary 1939, at almost every point of any importance in 
the Province of Alberta. 
THE CHA IRWAN: Tank waggon price and 
price to---- 
MRe FRAwLBy: Price to consumers, ser- 
vice station price, pump price is another perharsa good 
expression, posted tank waggon price and pump price. 
@ wiRe FRA LY ; Now, i:re Halverson, this 
document shows a wide discrepancy in spread, does it not? 
re Yes, to some extent. 


GQ Now we will deal only with the two Cities of Galgary and 
Edmonton and I just want to know what you thipk about 
that, whether you take any responsibility for it in the 
first place and if you do why there is a service station 
spread in Calgary of 4% cents and in sdmonton of 3% cents, 

I am not conplaining? 

i Not 3%. 

Q A service station spread in Valgary of 4§ cents on Ethyl 
and regular and third grade and in 4dmonton of---- 

A 4 cents. 

Q In Edmonton of 4 cents, now of course if you like, lir. 

Chairman , I wunt, if you look at valgary on this jist, 
you will see that it is 3% cents, but that is the posted 
price and as ilr. Halverson has said frequently all of 
the gallonage sold in idmonton, in Galgary and Edmonton, 
is at the undivided dealer price which of course makes 

thas spread of 43 cents in Calgary and in Ldmonton 4 cents. 
Banonton is shown on the Bxhibit "S22" as 6 cents and in 
Calgary is 3: cents, but those figures become really 33, 


3% really becomes 43 and 4 for Ldmont on? 
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Thet is correct. 
THE CHAITHWAN: Now you were saying something, 
that 3$ should be 4. 
MR. FRAWLSY: Let me make it clear. 
THE CHAIMUAN: On the outside it is stated 


“Spread between wholesale or posted tank waggon price and 
service station price to consumer"? 

Yes. 

MR.» FRAWLEY; And that is correct am let 
us go to page 4, 34 is absolutely correct. ifow hr. 
Halverson has told us that all of the gallonage in the 
Gity of Calgary, almost all, is sold to the retailer at 
undivided dealers' prices, which means that he gets 1 cent 


leas than posted tank waggon, which makes his spread 1 cent 


more and that is all, sir. I thought it was best to prepare 


this statement-----~ 
THE CHAIRMAN: To the retailer? 
MiRe FRAWLEY: To the retailer. He buys, in 


other words at Calgary---- 


THE CHAIRMAN: And those members of the public 


who are put in the class of retailers. 

Mine FRAWLSY: That is right, sir, that: man 
is not, he is not reselling, but the retailer is the man 
who resells and just to be accurate and relate it to the 
posted tank waggon price in the City of Calgary, the posted 
tank waggon price of 3-Star is 16g cents and if you want to 
use that price, then the Calgary retailer has a spread of 
3% cents because he sells at 20 cents, but he does not buy 
at 16% cents, he actually buys at 15s, almost all of them 


except those very few people who have two kinds of gas-~- 
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Oline at their premises, so with that exception, the 
spread in Calgary is, the effective spread in Calgary 


tn the retailer is 41 cents and in idmonton 4 centa. 


(Go to number 9770) 
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Q Now, that is alot, a considerable difference,is it not, 
cn gallonage in those two towns? 

ra Yes. 

Q “hat is the explanation for that so that the Commission 
will know? 

A ‘Ie do not, we have not attempted to influence the dealers 
in setting their retail prices, “e sell the dealer ana, 
ese posted Out inomy brief, it ie entirely un to othe 
dealer to determine the price at which he wishes to retail. 
Apparently the dealers in Calgary, either by talking things 
over or otherwise, determined thet 44 cents was the 
minimum spread on which they could work. Ferhaps in Hdmonton 
they did not work quite 30 closely together and it is 4 cents. 
Pawe 1 wany evens, although we in no way: share Ineany 
prorits or from retail margins. We sell wholesale and 
the dealer buys. Nevertheless, we feel that the dealer 


is entitled to a working spread. 


x) 


Yes? 

= Aithousn itis not conolusive, in the United otetes is 
averages 4.02 cents per wine gallon or 4.80 cents per 
Imperial galion. «nd In British Columbia it is 5 cents 


per gallon. 


£ 


And in Regina it is 5 cents? 

oe In Regina. I was coming to Regina. In Saskatchewan it 
is 5 cents a gallon. «and the problem that the dealer has 
peen recently faced with, in fairness to him we should 
recognize it, is that minimum wages and maximum hours have 
been put into effect, which has inereased his cost. 

Q “ell, I would like to have the benefit of your views for 


the Commission. You are not now selling gasoline retail? 
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A No. 
You did actually operate service stations and sell gasoline 
by retell up to. some time aso? 


A et hs Pipht. 


Q I wish you would tell the Commission plainly why you 
discontinued selling gasoline by retail in the Province of 
Alberta? 

A “Ye discontinued that practice throughout Canada the same 


as the oil companies have done throughout the United States. 
Our reason in Canada was this that we felt that a tenant 
running his own business would have a greater interest in 
making that business pay and, incidentally, he would strive 
harder to make money from supplementary means, such as 
light repairs and accessories, tires, batteries, and various 
other things. “Ye find a man in business for himself not 
only works more dilligently, because he is a business man 
and running his own business, and for the reason because 
he tries to make money from other sources besides gasoline, 
he is venie: to do business on less margin, 

Q So you adopted what has been ee generally in the petroleum 
industry as the Iowa plan? 


A That is correct. oN 


0] 


That means you rent your stations to someone else and 
collect your rent by makinz a charge of so many cents per 
gallon? 

A 4 cent per gallon plus certain other factors. 

Q We will discuss that more fully in a moment. But dealing 
with this question of spreads, do you not feel any 
responsibility for the consumer price. Suppose the people 


in Calgary sot together, the retailers in Calgary got together 
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E. Halverson 


in a real way and just said the spread was 6 cents. Would 
you sit idly by and make no protest on behulf of the 
consumer? 

Our ownership in the gasoline ends when we make the sale. 
We have no further rights. 

That is true? 

We could, of course, try to influence the dealer to lower 
prices but probably he would pay no attention to us. 

It may not be your business and, perhaps, you should not 
do it at all, but I was just wondering what your views were 
because, perhaps, the suggestion might be made to you that 
you should go back in the service station business if for 
no other purpose than to post a price. It may not be a 
foolish suggesticn that you should go into the City of 
Calgary with one service station and into the City of 
Edmonton with one service station to establish the fair 
retail spread. Is there anything wrong with that suggestion? 
I would say in fairness to the retailers that 4% cents 

is a fair spread in the Province of Alberta when you take 
into consideration minimum wages and maximum hours. a 
study was made in the City of Detroit, “ayne County, a 

very careful study over a period of years, and the conclusion 
they came to, which I have here, was that a service station 
selling 30,000 gallons of gasoline per month throughout 

the year could not operate for less than 4 cents per wine 
gallon. They were trying to get at the fair trade practice. 
3 cents per wine gallon is 3.6 cents per Imperial gallon. 
THR CHAIRMAN: | where is that? 

In Yayne, County, Michigan. 

MR. FRAWLEY: So it leads us back to the 


Chairman's suggestion a moment ago that , perhaps, there are 
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Halverson. peas 

too many service stations and the gallonage is being too 
greatly diluted? | 

iven in a city like Detroit where the costs are lower, even 
if we had a 30,0900 gallon station the finding of this 
committee was 5.6 cents per Imperial gallon. 

Vell, it may be, and I am endeavouring to relate it to the 
number of gallons going through the service stations - 

but after you discontinued the plan of operating your own 
stations you ther began to rent them to tenants? 

That is right. 

I show you a sketch, and I will have to eet: the indulgence 
of the Chairmar again to prove this at some later time, : 
but I show you a sketch which shows the investment in 
service stations between 113th Street and 118th Street 
on Jasper avenue in the City of Edmonton; showing also 

at the same time the gallons that went through those 
st&@tions in the year 1938. If you will assume with me 
at the moment that your figures were obtained from your 
own company and assume with me that the rest are correct? 


Yes, I presume they are. 


(SKETCH IN QUESTION IS NOW 
MARKED EXHIBIT "323". ) 


Now, you own the stations which are shown in red on this 
map. You own a station on the corner of 113th Street am 
Jasper and one on the dee next corner, on 114th Street? 
Men .Sir. 

4nd just across from there, it is not marked, there is a 
garage with two outlets, two pumps there. ‘So that we have 
gasoline here, here,and here is this garage, and then you 


have a station on the corner of 116th Street, and then two 


blocks west the Texas Company has a station, and across 
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from there the McColl has a staticn. Now, take the station 
at the corner of 116th Street, and give me en idea of 

what the operation there was. ‘e have 55,000 gallons going 
through. You have an investment of $27,148.00. “That were 
your expenses, whet taxes did you pay and what other upkeep 
and expense did you have, insurance and so on? 

Our taxes on thet site were (632.88. 

Yes? 

Light bill, $17.19; painting, 89.20; other expenses, 
$262.95. 

What would that be, what kind of other expense? 

Depnesume 1% Might be repairs to the, yard or things (om thar 
kind. 

And the total is what? 

That is quite a heévy charge there. It is one of those 
charges that would not be recurring. 

Tie istall risht. What is the total? 

$920.20. 

MR. PLOTLINS: Did you say 317.00 per year for 
ar Lient pL 1? 

MR. FRA‘LEY: gL? 19% 

That is right. 

Mee LOTR TNS: For the year? 

For the year. That is what we pay. 

That is your share of it? 

Yes. 

That is different. 

MR. FRAWLEY: Didn't you assume the whole light 
Vite ba ks Bid 

No, we did not. 


The tenant vays some of the Light) opp? 
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In Edmonton he is paying all the Light bill now. 

Let us see how he is doing there. Your taxes, you say, 
the taxes alone were 8632.88? 

anet is right. 

How much rent did you get baek from this man on the corner 
of 116th Street and Jasper? 

3601.34. 

Yes, you got $601.34 back from that man. So that he did 
not even pey you a rent which equalled the taxes that you 
had to pay out there? 

The figures speak for themselves. 

Yes, the figures speak for themselves. Now, that is, I eall 
it, ond. Ido not use the word offensively, I call thatia 
subsidy. I say you are deliberately taking money out of, 
well, out of the only one place I know you get it and that 
is out of the spread, your marketing spread between the 
price at which you buy at the refinery, or which you may 

be regarded as buying at the refinery and the 16% cents. 
That is where you get the money to bonus the service station 


on the corner of 116th Street and Jasper. Now, why do you 


do that: What is the reasoning behind that operation? 
THE CHAIRMAN: You said a lot there, Mr. Frawley. 


Does he get that out of the spread? Does he bonus? 
WR. FRavLEY: Do you get the money out of the 
Spread. Answer that first. Do you get the money out of 


the spread? 


THE CHATRMAN : You make Mr. Plotkins break 


these questions up. 


MR. FR bY: Yes, and IY am just as bad in 


doing this as Mr. “lotkins is. 
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a. Halverson. 


THE CHAITRAIAN : That question is quite involved. 
I know what you wish me to say or what your question is. 
MR. FRAY ObY: You say you do know? 

Yes. i do not wish to take up the time of the Commission 
going over the entire service station picture again as I 
heve already’ covered it. For that resson in connection 
with this cross-examination I would respectfully refer you 
to the brier. 

Yes? 

To, be carefully read and carefully studied. 

Yes? 

But to amplify it or to re-cover part of the vround we 
covered there, we do not think it is a subsidy. We build 
and rented these service stations to distribute our products 
the same as we erected aml operate bulk stations. ‘Ye feel 
it is foolish to assume that a service station should sell 
Our oroducts for notiing. It is a method of distribution. 
How do you mean for nothing? 

No cost, no operating cost. 

Po Ato? 

Yes. That is to say even on the assumption that this 
word "subsidy" which you used--and which I think is an 
absolutely incorrect expression - it is assumed that there 
is no operating expense through selling our products through 
a service station,it is a subsidy. 

No operating cost to you? 

Yes... tO ug. 

as the Chairman nut it to you the other day, the man on the 
corner of 116th, he is buying your goods? 


But it is our products being sold through that service || 


station. 
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E. Halverson. 


No, they are not your oroducts when they go to his tank. 

I do not want to get into a legal discussion. But whose 
products are they? 

I would hope they were ours. 

Let us please explore that now. I mean I want to know 
because I think it is fundamental. It, perhaps, gives you 
the whole matter of the difference in point of view between 
you and I about this service station problem. 

TH! CHAIRMAN: You see, you started tateiiaw. 
that you could not control his price because there are his 
goods to do what he likes with? 

Yes. 

and if you cannot control his price because they are nis 
POouc, tney are bis. goods when he is selling them.) @timay 
be equally good business for you to really sell to him for 
less than you will to somebody else, which is the same 
tine as peying his rent, is Lt not? 

Yes, Sir. We could sell to him for less but we don't. 
We sell to him at the same price as any undivided dealer 
who buys 5,000 g:llons a year. 

I do not know why you should not give him his rent for 
nothing if you want to, but you just want to explore that? 
Mae PRA TOW, : Yes. 2 never like So Follow 

up the questions too quickly because I want to give you 
every opportunity because you are giving the evidence and 
not me. I only desire to assist you in making your 
presentation. Now, I put it to you that when Mr. Mayer 


on the corner of 116th Street and Jasper, Edmonton, buys a 


dump of goods they are his. They go into his tanks. He can 


gell them to me for what he chooses? 
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A To get away from a technical discussion on that point, 
if the com»any operated those service stations there would 
be no question of subsidy. It would be a question then 
of operqting cost. 
That is right. 
A But because we adopt a more economical method of distribution 
in your opinion it becomes a subsidy. 
Q I say it is exactly the same thing whether you pay it out 
as a bonus - and let me use this word not in any offeneive 
sense, but it is a comprehensive word, and if I knew of a 
better one that you would not think was offensive, I would 
use it - I say there is no difference between the money you 
pay out to him in a bonus or if you just charged it up to 
your operating expenses if you company operated the station. 
1 see mo diererence. It is a marketing expense, and my 
task here is to try and explore some of these expenses, 
or to see if any of them are right or wrong. Perhaps it 
may be my submission to the Commission is that they will 
ie celinimnated, 
MR. NOLAN: Or increased. 
MR. FRAWLEY: | Or increased. let us find out 
where these costs are going. 
A If may deal with Jasper avenue as specifically as I can 
and try to be helpful. The location on 114th and Jasper, 
we leased the site. That was the first one we had on Jasper. 
‘We leased the site at $420.00 per year. ‘ie erected thereon 
a building, which with the equipment which we added from 
time to time, was $5300.00. That was the first service 
station we had. It was our intention later on to abandon 
that service station. So we bought the property at the 


corner of 116th, I believe it was. 
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EB. Halverson. LO770.. 


Before you leave that though. What does that man, what 
did you get back from him to apply against your taxes. 
What rent did you get from the man on the corner of 113th 
and Jasper? 

Cur total expenses there, including light, is $631.00 
per year. 

Yes? 

We received rent, 396.00. So the ehtire expense is 235.00 
or approximately one-half a cent per gallon was our cast of 
distribution at that point. 

I want to explore your point of view. You say it is a 
perfectly proper marketing expense for you to go into that 
station and bolster up that man's operation, participate in 
his operation by spending some money in there to assist him 
im selling your goods. Is that a fair way of*puttiuewen, 
That is not the way we look at it. I cannot say anything 

I do not believe. We look at it from the standpoint that 
it is more economical to do it this way than to company 
operate. We are not bolstering, but it is more economical. 
If he were to stand on his own bottom he could not keep 
alive. He would go bankrupt, if he was on his own bottom? 
He would probably get a special price and do better than 

he is doing now. 

Why would you give him a special price? 

As I pointed out, in the past we have lost all our dealer 
business in Calgery and Zdmonton for that very reason that 
others may consider the most economical way of ~etting 
distribution is to go in and make special arrangements. 

You mean your competitors. So let us cover that with 


a sweep of the hand, with respect to all these staticns 
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i. Halverson. Benet 
that you operate in this fairly thickly settled area, 
whieh you have mentioned specifically .n your De veri. 
partly by way of anticipation, which you say is not 
representative. But, in any event, we can say 
about all of your stations that you are not getting 
back your taxes? 
No, I cannot say that. 
You are not getting them back on your station on the corner 
Creilotn and Jasper. You are not zetting them back fron 
the old Regal station which you took over, which was next? 
We may be. 
You; mey be getting it there? 
It all depends on the area and what the taxes are. You 
cannot make a general statement like that. 
then just this area between 13th Strect and 18th Street 
on Jasper. Let us deal with that? 
I can give you exactly what we absorb there, the difference 
between our expenses including taxes, and what we receive. 
$235.00 at Jasper and 113th, which is .0059 cents per 
gallon. “he north east corner of Jasper and 114th, $347.29, 
which is .0108 cents per gallon. 
That is a little more? 
Yes. The Rope eset Gorner of Jasper avenue and 116th 
Street, $320.86, or .0058 cents per gallon, about half a 
cent. | 
Yes? | 
Cn the south east corner of Jasper avenue and 118th, 
8366.38, or .0269 cents per gellon. That is 2 cents. In 
that particular location the lease has been renewed and 
the net loss, or the net difference will be very much less 


this coming year. There will be a very substantial 
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improvement. I think for the benefit of the Commission 

I should mention this, Jasper “est cannot be taken as 
typical because we did not go in there and build four 
stations. ‘Ye just fell heir to the ‘egal stations. 

The one at 118th is simply a third party lease that we 
can get from under at any time. The one at 113th, there 
is one that we can abandon at any time if we want to, but 
the man has developed such a splendid connection with the 
Catholic laity there around the cathedral that we hesitate 
to elose the station. 

Yes? 

So thet is the reason for the four stations. We only own 
two of them. Cnly one we built. We only built one out 

of the four. 

THE CHAIRMAN: We would like to follow this 
as it goes along and not get light in the weeks to come. 
What does it matter? There may be a good reason for 
bringing this all out but what does it matter whether 
every station agent is bonussed, if you wish to call it 
that, by every oil company in the land, if in the end all 
the oil companies find it, having paid their so-called 
bonus, it is more economical to do business that way than 
to put up their own stations and sell their products which 
they must do if they are to stay in the oil business. 
Until the witness is examined you may not want to put the 
point before us, but at some time we should be in your 
confidence. 

MR. FRAWLEY: IT will put it right now. 

THE CHAIRMAN: | I would like to get the steps 


as we go along. 


MR. FRAWLEY: I will put it to you this way. 
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BE. Halverson. 


I have had it put to me by service gee tien ocenen ns that 
if the imperial Oil would stop subsidizing and bonussing 
the weak sisters in the service station busi ness that 
they in turn WhO are able to almost stand ‘on their own 
bottoms, or entirely so, would have increased gallonage 
and could operate at even less than the 4 cent spread, 
which is asked for in the City of Bamonson. That is the 
point. Hliminate those stations. There is no dearth of 
them. And let the business gravitate down town, to 4 
man like Loveseth. That is the sugzestion. Is there 


anything in that point? 


(Page 9783 follows. ) 
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Tit CHAIRMAN: That is from the standpoint of the service 
Station operator? 
MR. FRASLEY: ft is a policy of theirs to 


maintain them, bonus them, subsidize them, and keep them 


there. 
MR. NOLAR: Is this your idea, or is this 


goOime to be proved by evidence? Is this a criticism thc«t we 


e to meet by evidence, or is it just an opinion from 
talking to some service station agent? 
Titmess, and I am endeavoring to do it. 


Tt is Guite natural that the man dow town would like 


vw tural, but we have to eas>roach the problea fron th 
standpoint of what does it cost the public. ‘e could 
emphasize one or two stations around Jasper there. But 
really we are not getting dow to the fundamentais. The 
question is, how much is it costing the people of Alberta? 
First, is it costing them anything, and if so, how much? 
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Just to dealers, and not through any stations? 
No taxes and no nothing. Fliminate that from the 
picture. That $54,000.00 which it costs us to operate 
our service stations is 9/10 of 1% of ovr expenditure 
in this province that gues into what determines our price. 
That is the over-all picture. As against that, what kind 
of service are the public getting? I admit there are too 
many service stations in certain places. But as against 
that, as against that 9/10 of 1% of ovr total expenditures, 
we cut down our delivery cost because we made large ddliv- 
eries. We cut down our credit losses because dealers who 
had a substantial gallonage are usually very serious credit 
risks. We merchandise better. ie cut dow sales solicitation 
expense. There are many things we cut down which is a credit 
note against these figures ycu have been speaking about. 
There is no doubt about that. 

Q Let vs be clear now. I have mentioned these stations on 
Jasper west. Let us go to Nr. Loveseth's station, which 
is the biggest station in the City Of ZSdmonton, and pemaps 
the biggest in Alberta, is it not? 

A It is a large station. 


I put it to you there fron the information you have given us 


&> 


that the taxes alone, or that you paid out there »3,032.55 


and that you only got back 32,664.00. So let us have no 


misunderstanding that even Mr. Loveseth is not being as 


I say bonussed. 


THE CHATRVAN: Now, supposing he is. 


MR. PRAWLAY : How much is it costing 
this company, that is the point? 


THs CHAIRMAN: Tt is the effect, if the 
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Imperial want to bonus one dealer against another,..... 
This is just for my own information, Mr. Frawley, to get it 
in my head - why should not they ag far as dealers ZO? 

If they want to prefer John Smith to John Jones in some 
other location or to try to ‘et all the business for their 
John Smith against Mr. Plotkins’' John Jones, why shouldn't 
they? 

MRe PRAWIE Ys The point is, if that money 

is to be found - and I submit it must be found, I presume 
there is no doubt about that, it must be found in your 
marketing spread. You haven't the money to do this, be it 
large or small, and you find the money to do business in 
the marketing spread. wet us get one thing at a time. 

You co Aind the money to enable you to Garry on) this 
business, waich I oall bonussing, from your marketing 
Soread. Weaturally that is true, is it not? 

[ie 2S pert, or our marketing expense. 

And all I am suggesting, Mr. Chairman, is that that is 

an expense which may have something to counter-balance it, 
well and good. The explanation will be made in. counter- 
balancing, the benefit that comes from the outlay that is 
involved in kecping a service station open. Let me put it 
to you this way. “What would hapnem if you regarded your- 
selves as landlords, which I understand you do not - and 
you insisted on the man on the corner of 116th and Jasper 
in Edmonton paying you your taxes and depreciation and 
something for insurance, and so on. The result would be 
he could not pay you, I presume? 

Ye could orobably get more rental from some of our tenants 


than we do if we wanted to put pressure on them. ‘e keep 
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in mind just what his earnings are and try to keep it 

at a fair rental. 

Don't you think whether it be that man or not, that a 

great many service stations would have to go into bank- 
ruptcy. They could not cmtinve to carry on if you extracted 
from then the full economic rent? 

If we wanted to secure a rent to cower all our operating 
expenses, it is vossiodle that sone of them might not be 

able to pay it, in which case, we would have to go back 

to company operating which would be more expensive. 

TiS CHATARMAN 3 The Witness keeps pointing 
out that it would be in the end more exvensive than this 
system that you have called bonussing and everything else? 
Yes, ‘Sir. 

MR. FRAWLEY: It comes down to the sugsestion that I made 
yesterday, why not let the stations fold up and let the 
gallonage gravitate off into the stations that are more 
likely to stand on their own bottoms. 

Just to answer that questiON s.cceceoes 

THs CHATRMAN: You would not like to 

change bottoms to feet? 
MR. FRALEY: Tt might be better, seeing 
that it is a matter of standing. 


(At this stage the Tearing was adjourned Unt: SrCOre.. ms) 
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2:00 P. M. Session 


THE CHAISE N: Me, Nolan, Mr. Frawley 
has given us some intimation of it being important to 
Mr. Halverson to get away and I was just asking him 

how how long he intends to take. How long he anticipated 
taking and Mr. Fravley feels thet he will need to take 
most of the afternoon and then there is Mr. EFlotkins 
whom we asked to step aside in his examination and we 
are just wondering what can be done about it. 

MR. NOLAN: I have asked Mr. Frawley 
and he anticipates that he will finish quite comfortably 
this afternoon and I also understand that he is covering 
a good deal of the ground which might have been covered 


by Mr. Plotkins had Mr. Plotkins continued. 


THE CHSIRMAN: Is Mr. Plotkins here? 
MR. NOLAN: No, he is not. 
THE CHAIRMAN: “ould it help you any, 


we do not want to sit Saturdeys and I imagine counsel 

do not wish to do so either unless necessary, but 
would it help ir. Halverson Aare did? 

MR. NOLAl: (ell, it would help out 
far more if te did not have to. 

THE. CHAIRMAN: I know, but is thero any 
advantage in us doing SO-« | 

MR. H&ALViR sol: I. dislike very much, Sir, 
to = ee the members of the Commission for my 


sake. 
THE CHAIRMAN: Oh well, we will sit if 
4t will help, I mean if you are missing an appointment 


anyway we will not sit but if it will help you we will 
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sit, that is how we feel about it. 

MR. HALVERSON: Your Lordship, based on 

@ conversation that I had with Mr. Frawley, which he did 
not regard as final of course, but he thought I might 

be free by Thursday night, I mean it was suggested. 

THE CHAIRMAN: Quite. 

MR. HALVERSON: And on thet basis we 
arranged for a meeting of all our ‘iestern Managers in 
Toronto on Monday and most of them are on their way 

now and one thing, I want to be of any service I can 

to the Commission and it would not be any inconvenience 

for me to be here tomorrow, I can arrange to fly on to- 
morrow night but I do dislike having Royal Commission 
sitting on a Saturday just for my convenience. 

MR. NOLAN: Oh, we have done that 
before, have we not, you see it is no one's fault but 

£t just happens that it comes to a point in Mr. Halverson's 
work where he should really be elsewhere. Wow he has been 
here for some time because we understood and we all hoped 
and thought that by the first of June we would be ina 
position to take his evidence. He came on the lst of 

Junee He has been here ever since the lst of June, I mean 
that 1s no one's fault, it just happened that way, and I 
am hoping that the cross-examination, both of my friend 

and anyone else who may be eross~Oxatilining, will not 
develop into an argument about our markoting system because 
we are not going to admit it is wrong, because if we thought 
it was wrong we would change it and put some other one in 
its place but it seems to me if the questions are narrowed 


to the points that are really important, that we can get 
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through this afternoon, because I think we can go on 
discussing these matters indefinitely. 
MR. HALVERSON; : There is another point, 
Your Lordship, after the cross-examination of the 
submissions not only of the Imperial Oil but of all the 
other companies, should you wish further information from 
us after we have left, we are still at your service and 
we will be glad to give you any information that your 
counsel may require or desire. 
MR. WOLAN: Mr. Cottle undexstand - 
that because he seys himself that in his analysis of 
the figures from time to time matters will arise on 
which he wants more information, which of course we 
wilt furnish when it is regucstud of us. 

but I am still guite conccrnid, Sir, that we will 
finish this afternoon and if Mr. Halverson is quite 
willing and it meets with your convenience, we might go 
on after the usual time and perhaps the Commissioners 
themselves feel that they would prefer doing that to 
breaking into tomorrow when they can be doing something 
else either connected with the Commission or otherwise. 
MR. FRS LAY: Yes; BP CRipk emails 
fayocwnic, 1 think I should be Tinitshed” by 4 o'clock, 
perhaps before, it may go very quickly this afternoon 
but I have 9 plan in my mind that I would like the 
Commission to know sbout and my frienGg too, and it also 
involves Mre Plotkins, I hope to finish with ir. Halverson 
at this time, finish completely vith him. He himself 
would come beck of course after heering what submission 


may be made by Dr. Fry and Lr. vottle gnc bo here by way 
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of rebuttal to that but I do expect to be quite 

finished, to explore all these things and to finish 
with Mr. Halverson now and to be finished with him. 
Now Mr. Plotkins, ell he said yesterday was that he 


would wait until IF was finished -- 


THE CHAIRMAN: He is here now. 
Whe Wins. LEY: Oh, he is here now and -- 
THis CHAIRMAN: Mire Plotkins, we are just 


trying to do with Mr. Halverson as we would with any 
witness from out of the city, that is try ana permit of 
his meeting his engagement if it can be done consistontly 
with our work. Now Mr. Halverson has a meeting in Toronto 
on Monday, long since planned, he has been waiting here for 
weeks, through nobody's fault, but he has been here to 
attend sittings of this Commission anc we are just trying 
to figure out hov we can get him away consistently with 
everybody having the opportunity of cross-examination, 
those who want toe It is going to take you roughly how 
long would you say, Mr. Plotkins? 

MR. PLOTKINS: Another day so far as TI 
can estimate but I do not see why it cénnot be done any 
other time. 

Maw PRA“ LEY: You see, that is just 

the point, you see I suppose it can, the plans we make 
will have to go in favor of the simple business of 
getting the work done but my plan, I had hoped that, 

when I went to the Commission in about, oh I do not know, 
two weeks hence perhaps, maybe three, and asked for an 
edjournment of about ® days, that I would have all of 


the companies! marketing presentations completed. That 
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was the plan I had in mind, so that we could have some 
pretty definite idea of what we had to do when we came 
back and in addition, of course, to complete other 
matters which we have begun and have not finished. That 
is my hove tow if Mr. Plotkins leaves Mr. Halverson 
unfinished, it will have to be so, but it will just break 
in to some extent on that plan. Perhaps Mr. Stevens 
could be instructed to answer these questions. 

THE CHAIRMAN: The position, of course, 
is that we cannot make a rule and would not make a rule 
that anyone who attends as a witness can reject cross- 
examination. ‘le have mede that clear before in this 
Court with other people and so long as it is relevant 

we cannot limit it. AS we see our position -- 

MR. FRAWLBY:: Oh yese 

THE CHATRMAN:: Nor do we deizse to do so 
unless it is pertinent to the matters that we are here 
to inguire into and the question is what is the sensible 
thing to do about it and at the same time to meet 

Mr. Halverson's convenience. 

MPR. FRAWLEY: There is one other 
suggestion that has just occurred to me and that is that 
Mr, Halverson could go and then return before we have 
completed our marketing evidence, in say ten days time 
or two weeks time or something of that sort. 

THE CHAIRMAN: Yes, but Mr. Halverson 

no doubt quite reasonably, will not want to make three 
trips. 

MR. FRAWLEY 3. No,. that is true. 

MR. NOLAN: Surely Mr. Plotkins can 
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condense his cross-examination to a period of less than 
one day, he has been sxamining Mr. Halverson for practically 
three full days on these matters. Nov surely he has touched 
on these points -- 
Ma. FRAVLEY: He might do it tomorrow 
if I finish this afternoon, hr. Plotkins might finish in 
the morning or at leest some time during the afternoon. 
Now I do not want to trespass on your time but perhaps he 
might finish if wc took some of tomorrow afternoon 
and thus finish the whole thing and then Mr. Halverson 
can go and Mr. Plotkins would be finished, that is the 
Only other alternative. 
Ma. HALVERSON: cather than inconvenience 
the Commission, I can cancel my plans for Monday. 
THE CHAIRMAN: We do not want you to do 
that, Mr. Halverson, if it can be avoided. 
&s’I understand it, if 
we sit tomorrow you can still keep your engsegement, if 
we sit tomorrow sné finish with you tomorrow, you can 


still be there, can you, Mr. Halverson? 


MR. HALVERSON: Yese 
MR. NOLAN: He can fly and be there. 
THE CHAIRMAN: Then, of course, we will 


sit. Now, Mr. Plotkins, we have no desire to limit your 


cross-examinatione I think we have made that reasonably 
apparent @uring the whole of this inquiry. 


MR. PLOTKINS: YesSe 
THE CHAIRMAN: But there is such a thing 


as not being reasonably trite in examination. Wow that 


is not something which is open to you alone, it is open 
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to other people, it is a very common thing in vourts of 
Law, to give counsel just so long to do a matter because 
the courts have other enzazements. Now TI think, having 
regerd to the period of time which you heve expended on 
lige Halverson now and bearing in mind your complete 
knowledge of the industry and if you give thought to it 

you will be quite able to condense your cross-examination 
and come directly to the point which you vish to examine 
on so that there will be no room for doubt that Mr. Halverson 
will be free tomorrow -- 

WR. PLOTKINS; Yes. 

THE CHAIRMAN: And we are going to make a 
ruling now that you had better, that we will be done with 
Mr. Halvorson tomorrow and you govern yourself accordingly, 
that is giving you ample time in our judgment, having 
regard to the field you have covered and having regard 

to the fact that Counsel is presumably traversing the 
whole field first, so at 4 o'clock tomoroow, kr. Hai verson, 


we will release you. 


Mae HaLViasOh: Thank’ you, Your Lordship. 
THE CHAIRMAN: It is hoped, of course, 


thet if, doing justice to what they have to do, any one 
examining can be done before that, they will be. I am 
just putting thet as the outside limit, that is assuming 


too, Mr. Fravley, that 48 you Anticipate you will be 


dons todey? 
We FRALEY: Yes, thet is assuming that. 
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Mr. Halverson, will you let me have the breskcown, I think 
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you have it with you, of the general administration figure 
of $86,000 odd.which appears at Page 31 of Exhibit "314"? 
Wess Will be glad to do that. 

You have not got that at the moment? 

I have only one copy here. I do not have amy extra 
copies. 

THE CHé TkMAN: Mr. Halverson, just while 
Counsel is consulting may I ask you this, would it be a 
fair criticism, not of your company in particular but of 
all the oil companies selling oil in the country, to say 
that they have cxtended their scope of selling operations 
too widely and expended too much money in the erection of 
facilities for distributing oil to consumers with the view 
of getting the market for themselves and holding it for 
themselves, in short, each striving to get a foothold in 
particular areas all over the province, could that be 

a criticism fairly levelled at oil companies generally, 
that they have over-reached, that they have gone ehead 

of the requirements, to have < foothold in ths field? 
Undoubtedly that is true to some extent and we feel that 
the corrective measure will be for us, as the largest 
marketer in the province, to so effectively reduce our. 
costs, as we have been doing recently, the year before 
last 285 per gallon and last bie 62, that is 1.74 per 
fas, a marketing costs reduction in two years anda if we 
Gontinue our efforts to reduce our marketing and aistrib- 
ution expenses end be satisfied with a moderate profit, 
vhich we will be, I think we will correct the situation. 
You feel that even if they have over-reached themselves 
in their ficld to do so, that it has become a fixed 


situation, like the railway development has gone too 
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fast for the country, if wo might use that as an illustr- 
ation? 

A Yes, going a bit too fast for a while and I would not be 
at all surprised 2f we could get our costs down and keep 
our prices down along with our costs, that you will see 
a curtailment of expansion,probably a retrenchment to 
some extent. It is quite possible, when you examine same 
of the other oil companiss, you will find that they ere 
not making enough profit at the present time in this 
province to warrant any expansion and we believe as a 
sound business policy that there are only two ways to 
cure @ situation like that, that is one by Government 
regulation, which has many drawbacks and the other one 
is for ourselves as a company to endeavor in every way 
possible to get our costs down, not only marketing but 
manufacturing, transportation, and then pass those 
reduced costs on to the LRU TenG be satisfied with 
a moderate profit and I think, in the long run that we, 


as a company, will be ahead. 


@ Is there any hopein your view, forgive me, Mr. Frawley -- 
MR. FRAWLEY: YesSe 
THE CHAIRMAN: Sometimes while things, 
come to our mincswe take the Liberty of interrupting. 
MR. FRAWLSY: Yes. 

Q Te CHAIRMAN: Is there any hope, Mr. Hal- 
verson, do you think any of these conditions perhaps 


can be done by, brought about by internal, by arrangements 
among these marketing companies themselves, my thought 
ig thie, that if by any chance the public are suffering \] 


through improper competition or anything of the sort, [| 
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you have mentioned as a possible alternative regulation, 
well that might be substituting another form of dictator- 
Ship from which the public might also suffer, not from 
lack of good will but through lack of practical knowledge 
of the business? 

A 4 lack of practicability. 

Q Yes, it is just a possibility, I am suggesting now, and 
then there is a third one and that is that the oil 
companies themselves, clean house, they know best how 
to do it, but that presupposes they get together? 

4 Yes. 

& And sit around a council tahle amicably to do it, is 
there anything in it, or do you think it is hopeless? 

&4 No, I do not think it is hopeless, Your Lordship. At 
the present time it would be unlawful for us to set 
together but if it were lawful there aro certain work~ 
able solutions that would undoubtedly be satisfactory, 

I believe, to the majority. There would always be a 
minority I presume, that would either have to be over- 
looked until they become too disturbing, we cannot close 
our eyes completely as against the minority if they make 
too many inroads, but I would say and my considered 
opinion is that the majority of the induetry Should and 
would probably be willing to discontinue certain practicos 
tha t in the opinion either of the Koyal Commission or of 
a industry itself is unnecessary, wasteful or unsound. 
It is a question, of course, vhether such & consultation 


between the industry, and it would have to be done with 


government approval -- 
Well, apart from that -- 
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Should be before or after the findings or conelusions 
of your Commission. 

THE CHAIRMAN: That, you see, may be 

one of the things we would recommend and that is why we 
want to hear about it now? 

I have a great deal of faith in human nature, as I say 
there is always a minority that try to cash in on 

sound marketing practices but it is only a minority 

and I believe that taking away, as I sincerely state, 
pursuing our present policy of reducing costs and 
getting prices down, that the industry will find it to 
its advantage to co-operate in eliminating practices 
Which are unnecessary or wasteful, not through any 
altruistic motive but from the standpoint of necessity. 
MR. FRAWLEY: Do you see anything wrong 
With a confcrence, a get-to-gether with the other major 
companies and even the independents, for the purpose 

of taking a certain slice of the Province of Alberta, a 
certain arca in the Frovince of Alberta and sitting 
down, not to conspire against the public but in the 
public good, to consider to what extent, having carefully 
surveyod the possibilities of lost gallonage, which might 
not be made up, as well as the possibilities of easily 
making up gallonage which might be surrendered, and 
between you agreeing that some of you would pull out of 
one point and others out of other points, following up 
and endeavoring to achieve the thing I put to you rather 
crudely yesterday and now I am putting it to you, that 
something might come from a sensible, business like 


conference between you and the other companies. 
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f Well, I did not really have that in mind because 
knowing human nature as I do, in the oil industry 
everyone woulé want to withdraw only from the points 
that they wanted to get out of anyhow and there would 
be endless bickering and you would get nowhere but 
what I was referring to were unncecssary and wasteful 
practices. 

q You see, it is too bad, there is just something you 
said there, it is too bad that there are points where 
the company would like to get out of and this competitive 
system will not let you get out of? 

Sb Ve would get out of it if it was good business. 


MAJOR LIPSETT: ‘ould it not be possible, 


£> 


Mr. Halverson, to get rid of your difficulty of any 
illegality, would it not be possible for the various 
interests to get to-gether with a view of putting before 
us some recommendations as to what practices should be 
eliminated or what representations should be made in 

the general public interest? 

b “e1l1 I have already promised to give consideration to 
really what is in effect the same thing, any desired 
regulations that we think are workablo and can be 
onforced but I am inclined to feel, from a certain 
amount of experience, that anything which is done 
voluntarily, where the spirit is behind it, has a better 
chence of succeeding than regulations imposed on people 
whereby a certain percentage of those upon whom it is 
imposed endeavor to circumscribe the letter, live up 
to tho letter but get around it, the spirit is more 


important than the letter, and therefore a voluntary 
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programme sometimes works out very much better in 
practice than one would which is imposed. That is 


my experience. I am not an authority on that of course. 


‘ell that may be but there is something, I care not what, 


the experience of mankind on that, best perpetuated 

by appropriate laws of some charecter? 

Yes. 

And that presupposes that the law itself will be enforcod, 
now I am’not suggesting that there be some legislation 
here ur that there be more regulations, it may be indeed 
that there should be less legislation and less regulation? 
Yes. 

I would just like @ considered opinion about it and I 
think I made it clear the other day, wherever it may 

lead that is another thing, a different matter again, I 
can see the difficulty, if we consider the matter of 

the service stations only, I can quite see that those 
already established would only pull out of places which 
were not profitable to them or they ‘sould only want to 
and there vould have to be some sort of control over 

that and certainly that will not be this board, I would 
not think -+- 

And I would not like to be the umpire. 
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THe CH..IRMAN: ell, I am interrupting you 
too much. 

& Very pertinent to what you have just been saying, if the 
wasteful practices ran into larger figures in this Province 

we would be more concerned. But taking the question of 
dealers where the wasteful oractices usually oecur ie in 
securing the dealer business, our total for even painting 

a dealer's pump, which I think is a quite legitimate thing 
at any time to include and the loaned equipment and rentals 
absorbed, which is 14,000.00 a year in Alberta, that is 

“the Imperial Oil Company!s complete picture, it is practically 
1/14 of a cent a gallon on our direct sales. Feat 

were a oent and a half we would be more concerned with the 
necessity of getting together and eliminating that. 

Q MR. FRALEY: One thing that impresses me 
in this oil industry is that everything that might seem 
to be-an evil, you put your finger on it and see Now mich 
does that make, and the answer is it is only just a few 
decimal points. But you add ‘them all together----- . 

A Outside of what I am referring to, you are getting back 
mostly to the price. 

Q hat do you mean by that? 

A Yell, discounts or commissicns or whatever you want to call 
them. You are getting into the price question, which is 
someth_ng which I do not think the oil compenies can discuss. 
THE CHAIRMAN: Major Lipsett points out to 
me, Mr. Frawley, that Section (n) of the Commission, one 
of the matters we are to enquire into is "The advantages 
and or Disadvantases to the People of the Province in 


the Government of the Province taking over the wholesale 
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and retoil distribution of petroleun nroducts in the 
pro-vinee,. 

Pe Pegi ays Yes. ‘ell, my apyrecia- 
tion of that is that if the Commission came to the conclu- 
Sion that there wer: vory many of these things whieh we have 
been calling evils, and that the companies did not annear 
to be able to look after them duo to some of these things 
perhaps ir. Halverson is mentioming, or other, that as a 
Beers CO SOMt 6 es bles tarmac 

THE CHATRVMAN: Ssuoposing overy oil company 
cane in ss Mr. Halverson has done and proceeds to make out 
a case showing that it would be inossible for them to do 
anything else if they are to serve the people of this 

MPO VIINCO Suis eis os de 3 

MR. FRAWLEY: Than what they are doing. 
THE CHATRVAN : Ve still would like the 
views of such people as Mr. Halverson, having regard to the 
totality, having regard to the situation not as regards his 
company but from the point of view of the people. Is there 
anything in the query "Should the Government take over,’ 

or is there not? Now, supposing each company makes out 


a case that thcy best operate that way, but there are 


twenty of them in 2 gsnall town. I supose wnat is intended 


* 2 . 2 ¥ 7 ms ean 
by this question in the Commission, 15, should the Gover 


ment intervene? I supnose tne answer of all private 


i a "Wel he Government should attend 
corporations will be Hed lose TEs ke 


to its avn business, and we will proceed to, runp the oik 


business." 
: MR. WRAULTY: Sunpose that particular Limit was not reached 
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legislation or otherwise, and it would have to be by 
legislation, a monopoly of the distribution of petroleum 
products in Alberta, wholesale ana retail, is there any 
hope of cutting down that 163¢ tank wagon? 
A There would be some reduction, of course, on account of 
volume, but not nearly wnat you wuld anticipate. 
T might anticipate too much. ‘that woula you think perhaps? 
A Our total marketing costs against gasoline is 434e2¢. That is 
our total cost. 
Where is the other up to 6¢? 
A There is freight, and with a menovoly, you would still 
pay freight. 
I think we will just have to suffer that. 
So we have made out some estimates, but I am sure Your 
Lordship would not want me to table because they are 
estimates. But if we had all of the business of the 
province, every bit of it, we could not market for 2¢ 
a gallon as against 3.42¢. It cou.d not be done. Now, 
Mr. Cottle is an expert Chartered Accountant, and he can 
figure it out, 
Q IT do not quite understand. I did not thinx freight was 
in the 6¢. Now, I regard intelligently or unintellisently..... 
A I know you keep speaking of 6¢. It is 5¢in the city. 
All right, 5¢ in the city, and 5¢ very generally. 
A By this monopoly we are to ship products into Southern 
Alberta at the prices we do today, and ship all over the 
territory the way we do today, there wovld be that .359¢ 


I spoke of, There would be still evaporation losses, 


even with a monovoly. 


Q Yes. If we could do something with that? 
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& I would say, it is only an estimate, but I have been 
kind of intrigued trying to figure it out formy own 
satisfaction. In fact, I figured that out dom in Nova Scotis 
one time, and in my best estimate , it might be l+¢ or 


Something like that, due to volume. 


Q THe CHATRMAN: How is it working out in Nova Scotia with 
the Public Utilities Bord in control, Mr. Halverson? 
A I am not very familiar with it. There does not seem to be 


a great deai of control. There has been no price fixing 
there, Our prices heve been saticofaetory to the Govern-— 
ment. Loan egquppment has been discontinued, which we 
discotinued in Ontario and Quebec voluntarily. There 
were no regulations needed to do that. They were put in 
but they were discontinued, There has been more difficulty 
in securing licenses for small outlets, which we consider 
a good ae We were all ready pulling in some of our 
loaned equipment before the regulation went into effect, 
The difficulty in Nova Scotia was first of all, we were 
loaning equipment there, and secondly, there were no 
exclusive buyers agreements. Consequatly, oil companies 
in their anxiety for busirmess, and a dealer being able to 
get the equipment oan he would have two or three o@ 
four oil companies loaning equipment, something you did not 


have in this province, because we have the Exclusive Buyers 


Agreement here, and because the dealer has to buy his 


equipment. 


> 


The one who got his equipment loaned, he got it free, 


he éid not my anything? 


j y i d an 
A Yes. That was the worst evil in Nova Scotia, an 
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evil which we have not Nd in Alberta. Outside of that 
the reductions in marke ting expenses have only been the 
noItmal reductions that we have made elsewhere. 

@ You could not make any reduction at an increase in tank 
wagon price? | 

A That does not come under my jurisdiction, 
On Fage 31 of Exhibit "314", you have an item in there 
of marketing costs, general administratim. You deal with 
item (K) of the general administration $86,786.66. JI show 
you Exhibit "507" that was put in by Mr. McGrath, and I 
am showing you the new statement that I ask you to file, 
which I am told is a reconcdliation which respect to Exhibit 
BoOvrogi nat as tru), is it. not? 

A Covering tl North West Territories. 
It takes out the seeming inconsistency in Exhibit "307"? 


It merely takes out the North West Territories which 


GQ NO iie sso lee5 
MR. COTTLE: And jobbers, too? 


Yes. 
MR. FRAWLEY: Then I will file this 


Exhibit, Myr. Chairman? This is one we will have to put in 


sinc-ly. It is a statenmmt - General Administration, Province 


of Alberta. It is to supplement, I tnink a note should be 


made there, to supplement Exhibit WOOT ie 


(DOCUMENT IN QUESTION “TERE 
MARKED AS ESHIBIT "304"} 


; TIT CHAIRMAN: What is it calied® 


MR. FRAWLEY: Tt is headed General 


daninistration, Province ao Alberta. It reconciles the figure 
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of 86,768.66 on Page 31 of Mr. Halverson's BRNO OES 
with the figure of $89,233.38 which anveurs on Exhibit "307", 
Then it is also noted, and I would like you also to file this 
Exhibit wich Mr. Cottle tells me further reconciles the two 
figures? 

A Yos, SLY. 
MR. FRAWLEY: : There are no copies of these 
and perhaps Mr. Stevens could supply us with copies of that 
staterent; 


(DOCUM 2'T IN QUESTION HERE 
MARKED AS EXHIBIT "625') 


MR. FRAWLEY: It is entitled Jobbers Expense, 
Provinee of Alberta, 
Gy Now, then, to get at what I want, Mr. Halverson, would you 
SO 700 oxi bit *S07"0 What I would’ like Ws a Dreakdown of 
Some of these items. 
MR. NOLAN: Mr, Fravley, Bxhibit "307" is 
a breakdown. ie broke it all dow. We put in our original 
statement which was “kh i bit 1280", and the matter of 
administration expense of $89,000.00 odd, then we were 
asked to break it down, That is broken down now to about 
twelve or fifteen items? 
I do not see hoy we can break it down any further than that. 


T do not understand how we can. You have General Sales 


Devartment in there and General Advertising Department 
and General Secretary's Department and Legal Departuat 


and the Imperial Oil Review. You have all the Departments 
broken down. 


Ta Ni Wye aT 4 
Mr. NOLAN: What Mr. Frawley wants, is 


a breakdown of the General Sales Department, Toronto, 36 O00 .00 
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Ae be Halverson 


He wants that broken dow again. 

MA FRAWLEY 3 Supvose just for the 

sake of argument, somebody wanted to critically examine 
into the S07", »36,000.00. It is called General Sales 
Departmont, Toronto. Every dollar of that might be 
perfectly properly expended. Then again someone might say, 
that is, for the p¥%chase price of that gallon of gasoline, 
that is a little too much money to spend. Now, my position 
is simply this. I have just this figure, and I put a check 
mark on it, but if the Commission looking at it some day 
are not quite willing to accept that, they will have to at 
that stage get a breakdown. So I just ask you if you will 
be good enough when you go back to Toronto to have a further 
breakdown of that iten made for the Commission. 

MR. NOLAN: With respect to that one item, 
I will be ¢slad to do it, or do the best we cm. 

MR. PRAGLY: If it is done with respect 
to that item, why cannot it be done with respect to some 

of the other items? 

MR. NOLAN: Then we are getting a break- 
dow of a breakdown, if you are getting to tiat stage? 

I might say that the expense fOYr eeneral administration is 
allocated against each orovince on the basis of the direct 
gallonage. If Ontario were marketing ten times as much 


as vc d® in Alberta, it bears ten times its proportion as 


Alberta does. 


Ti CHATRMAN : Did you hear that, Mr. Frawley? 
MR. PRAVLTY: tT was endeavoring to find out 
Ven te Sa} pL eA ee TS a bel UT ° 

whether I could withdraw my request. 


It migat be important to you. 


THa CHAIRMAN: 
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Yalverson 
MR. FRAVLHY: I am sorry. 
TH CHATRMAN: , He says that the general 


administration charges are charged to each province in 
accordance with the gallonage, 

Direct gallonage, 

Direct gallonage in that previnee. That is to Sans iat 
Ontario had twenty times as much gallonage as Alberta, 

tnat the cost of administration would be charged against 
Ontario in that proportion. 

MR, FRAWLEY: First, there is this method 
of allocation, percentage of allocation which may be a 
perfectly fair one. Then we are back to the original 
exponditure itself. If I am troubling too much, I am only 
troubling myself for the a. lightenment of the Cmmmission,. 
There is one point that perhaps might be pertinent... Any 
expense within the province is for the province. Our 
general administration is for the Dominion of Canada, and 
I am not saying this in any offensive way, but regardisss 
of whether you think it large or small, it is going to be 
there anyhow to t&ke care of Canada. All we cando is tell 
you just what part we are charging to you. We cannot go to 
work and chaNge our general administration in Ontario or as 
it affects Cuebec with other provinces, and for that reason 
I do not see where this is pertinent. 


T wonder if we are at odds about it. I have a clear idea 


in my ow mind. But suppose this were a rate case, and we 
were examining 4Ato the 1tcm of general administration, and 
the Gas Company, for instance, was submitting its costs to 


the Public Utilities Board for the purpose or having a rate 


se established and upon that rate-fixing, clearly the 
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question of these items would be carefully gone into. 

We have the old example which I am only mentioning for the 
Sake of example. Suppose tre president of this comoany 

was paid say $100,000,00, or any amount you like, a certain 
proportion of that was allocated to the Province of Alberta, 
on some what would apvear to be a perfectly fair basis. [It 
seems to me that any Commission charged with examining into 
the fairness of these charges, because this Commission 
contains a direction to examine into matters such as whether 
some expenditure was made and should be actually made, and 
whether it was properly made in the public interest, and 

so On. 

THE CHATRM AN: But I would think, Mr. Frawley, 
in a large undertaking such as this, you are providing perhaps 
unsurmountable difficulties if you ask fora breakdown of 
every small item. My suggestion is where you have reason to 
question it, or you think there might be.error, then it is 
proper to say “Well, please break that dow.” But where you 
ee es and your experts think it quite a reasonaple figure, 
then to call for a breakdown on all these small matters, is 
putting these people to a very great deal of trouble and 
expense, and I think perhaps needlessly. If, on the other 
hand, Mr. Cottle says "Now, es accountant to this Commission 
T think this is of some importance, and I am questioning 

that item until I am shown the detail of it,” that isa 


different thing again, and I have no doubt Mr. Nolan and 


his clients would have no objection to dividing it. But lI 


do not think we suould take item after item, unless there is 


some reason and you want to know more about them. Some 


special reason for not accevting than. I am talking 
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generalities, now, I do not mean you should not have 

any breakdown you want, but I do say you should not ask 

for breakdowns of small things that will cause needless 
trouble in the breaking dow, unless you have sone good 
reason for feeling fou should have them. 

MR. oP RAWLEY : I quite agree, You will 
understand, except for the desire to be Thorovuchyriiiis 
much easier for me to say "Pass it on. I am not concermed.” 
But I do not want the position to arise that the Commission 
at some later date when examining into these costs, after 
the evidence has all been closed, to say to ine or to 

Mr. Cottle ‘That is too big a figure and we will have to 
have some explanation of that." [I think perhaps I will 
make much more certain from Mr. Cottle that he wants any 
further breakdown. 

THs, CRATHIAN: Yes, end having done that, 


no doubt Mr. Nolants client will try to meet your wishes. 


MR. FRAWLEY: Yes, I am sure they will. 
THs CHATAW AN: But I think we should not 


whimsically ask for information, that is all, 


Me, OP RAYVLAY : I quite agree with that. 


TH? CHAIRMAN: Which might involve a very 


ereat deal of work. It must be said that the Imoerial has 


performed a great deal of work at the request of this 


Commission, of which we are appreciative. 
Q MR. FRSYLEY: Will you pass now to Exhibit °a15", 
Mr. Halverson, and I want to talk to you briefly about 


something there. ‘We got onto sone of these things this 


morning, and it may be that we covered several things 
het | 


that I won't xeed to deal with them now. These commercial 
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consumer arrangements are pretty wide-spread, aren't they? 


Is there anything you would care to say about that that 
I did not ask you this moming, to spread on the record 
anything else. You dealt with it pretty “fully ‘tars 
morning, and it may be you Imve said everything you want 
to say about that? 

There is nothing really I can add that would be really 
pertinent. 

I want to call your attention to one account. you have 
Where the differential given is lower than the 100% 
tank wagon? 

That is quite right. 

You have got the general run of consumer customers, 
commercial consumer customer who buys at the wholesale 
prices and pays the undivided dealer price? 

Yes, sir. 

With one exception. There is just one exception, or 
are there more than one? 

There may be two exceptions. There is the Central 
Canadian Greyhound Lines Limited. 

Yes? 

Who are getting 3¢ off the undivided dealer's prices. 
I mean to say, we quoted that. 

Yes? 

Their requirements run, I understand, over one million 
At the present time, we are not 


gallons per year. 


getting their business on that basis. ‘Je are getting 


about 30,000 gallons a year out of 1,000,000. And the 


only other one we have in the vrovince is really in 


the North West Territories, the Hudson's Bay Pur Trading 
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Department, receive an extra cent per gallon on White 
products for their contract for Western Canada. Those 


are the only two exceptions in the Province of Alberta, 


&> 


Do sone large farmers DUY ees eeesee-WEll, you told us 

the gefteral run of farmers pay the posted tank wagon 
price? 

A I know of no farmers who pay the undivided dealer's price. 
They have to way the posted tank wagon. 


What would be the policy of your company if one of 


(= 


these large ranchers in Southern Alberta had a big volume 
Of petroleum product business, would yYouwssss.ss 
& By virtue of the fact we give our agents 2¢ a gallon : 
commission, we would charge the posted tank wagon price. | 
Mig If it was a matter of delivery at Calgnry whcre you operate 
salaried stations, would it make any difference? 
| A If a farmer in the City of Calgary put in under-ground 


tankage, he would be entitled to the same treatment as 


mercado 
aes ee 


the motorist or the truck-ovwner. 
Q Mr. Halverson, will you let me have, please, a graph, 
I have discussed this with you, and I hope it won't be too 
much trouble for you, but I would like very much to have a 
erapnh plotted showing the reduction or inorease in the 


price of crude over the oast as many years as you can 
conveniently go back, and no more? 


A YeSe 
And on the same graph, the reduction or increase in the 


oO 


ae? 


tank wagon price of 3 Star and Acto? 


A At Calgary? 


THT, CHALRMAN: At Calgary. 


Q MR. FRAWLEY: At Calgary, yese 
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To be perfectly clear as to what is required, At certain 
times we might have been using Tumer Valley Crude and 
sometimes Montana Crude, in 40% of one and 60% of the 
other. Do you want the averase, or do you want them 
both? 

Both, Mr. Halverson, expressed in cents per. gallon, if 

you would be good enough? 

Will it be satisfactory if I get our staff working on 

this immediately on my arrival back in Toronto On Monday 
morning? 

Yes, inéeed? 

Thank youe 

Now, you have a spread statement showing the spread between 
the present tank wagon prices and the 1938 realizations 

at the refinery, haven't you? 

Res Sirs 

And could that be filed now? Have you got that prepared now? 
I want to make sure just what statement you are referring te, 
I am told, Mr. Hal verson, that Mr. McGrath prepared it 
before he left? 

T think I know what you have reference to. Mr. McGrath 


prepared a statement Uf the spreads between the jobbir 
prices and something else. That is a statement of the 


spread between our jobbing prices and what we realized 


in our direct business. 

This is a statement,- have you got copies of this to 
file with the Commission? 

There were copies supposed to have been made up of this. 


Tt is headed Marketing Department Income and Expense, 


‘ Lberta Yesr 1938. M4 ~ a ~ eo 
Provinee of A , (DOCUMENT IN QUESTION HERE 


MARKED EXHIBIT *326") 
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Mr. Cottle tells me this is the first time he has 

seen it, and would you care to make any explanation 

3) Sine Uh rtd 

By products, it shows the gellohs sold and what was 
realized for those products. Then the .priee is deducted 
end the sales tax is deducted; and paclsages are deducted. 
So that we get the realization before deducting marketing 
expense. There is a correction made in the realization 
so that you see the reduction was made on June oOth, but 
it is making that reduction right back into the lst of 
Jmiary of last year. 

The reduction in the tank wagon price? 

The reduction. in the tank wagon price, because that 

is the price in effect today. And then we get ata 
certain realization bofore. marketing expense of gasoline, 
refined oil, distillate, and other products. As against 
that, it shows the cost of produets at the Calgary refinery 
as per statement tabled by Mr. McGrath. 

thay is the &.6¢7 

For all grades of gasoline. 

Ys? 

And then taking the difference between the realization 
before deducting marketing expense, and the cost of the 
products at the refinery as per Mr. McGrath's statement, 
we get a spread for marketing expense of $1,421,174.60. 
Yes? 

Marke ting expense as per Sxhibit "281%, Schedule 2 (c) was 
$1,021,695.80, which leaves a pr fit on marketing before 
Deducting estimated 


income tax of $309,479.80. 


income tax $87,885.56, leavesthe net profit for mark: tine 


in the Province of Alberta, after income tax of $311,594.24. 


(Go to Page 9814) 
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Now have you a statement of capital employed which could 
be tied into that? 

I believe I have it here. 

The capital employed in marketing? 

If it is not available we can have it typed tonight, 
there are so many statements that we get a little con- 
fused at times. 

inRe STEVENS: we can prepare it, it is 
not ready. 

It im not ready? 

It is not. 

No, and can we mark this Exhibit and give it a number? 
Yes, I will give it a name, Fixed Capital Investment and 
Other Capital iimployed. 

THe CHAIRMAN: In marketing? 

In the marketing department, Provinee of Alberta. 

MRe FRAWLEY: iiow the suggestion is being 
made that we can file this copy and then withdraw it and 
substitute a properly engrossed copy when ir. Halverson 
has it? 


I would like to keep that for my own files. 
THE CHATRUAN :. Yes, Exhibit "S27". 


(STAT HuENT TO BE PRODUCED BY 
THis VITHESS wArKiD AS bX- 
HEBLT “"%Se7"))*. 
MRe FRAWLEY: Just to be perfectly sure 
about it, we will file this sxhibit as soon as iir. Nolan 
has. the plein copies prepared, tomorrow perhaps. 


THE CHa Ilia Ns Yes, we will reserve the num- 


ber "327" for the Exhibit which Mr. Nolen will file to- 
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I will be glad to give those figures right now, the 
figures, if any questions are to be asked. 

Yes? 

Our total cost of fixed capital assets in the Province 

of alberta 94,433,498.32; unused property which we show 
separately %263,111.48; total fixed capital asseta, 
w4,696,609.80; depreciated value as of December Slst, 
1968 of marketing plant, of fixed capital investment, 
except unused properties, »1,733,717.34; unused proper- 
ties again the same, 203,111.48; depreciated value, in- 
cluding unused properties, $1,996,828.82; other capital 
employed, ¢1,491,199.27; total original cost plus other 
capital employed, w5,934,097.59; depreciated value as of 
December dlst, 1928 plus all other capital employed total 
3,224,916.61 and we will prepare an Exhibit tonight with 
the details to submit tomorrow forenoon. 

Now have you related that, can you tell us now how much 
profit that is on the investment or have you worked that 
out? 

On the original investment? é 
Will you relate ixhibit "326% of net ee after Income Tax 
of $311,594.24 to the capital investment shown on ixhibit 
Boa "We 

Wen you speak of capital invested, you mean original cap- 
ital invested? 


I mean the capital employed, the capital used, I presume it 


is on this capital? 
There is a big difference between the original capital in- 
vested and the aepr ec iated value, do you mean depreciated 


va lue? 
Yes. and I say so for the reason that that was the picture 
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which was presented to us in the review? 

Well on that basis the estimated profit here for 1938 
from the Exhibit "326", direct marketing, Province of 
Alberta, of $311,594.24, is on the total depreciated 
fixed capital investment and other eapital employed of 
$3,224,916.61. Now the percentage of course can easily 
be arrived at. 

Mrs CottLe suggests that it works out to 9.7%, approx- 
imately 9.7%? 

Now just in passing, without trying to make too much of 

a point out of it, that is on the basis of depreciated - 
value; well the depreciated value of our steel barrels 
today is $19,000 and I might ention many other items in 
our marketing plant in Alberta where the depreciated 
value is very low. 

mR. PLOTHINS: ie Halverson, is that figure 
S11 thousand profit arrived at on the basis of present 
price? 

The basis of present price. 

Basis of present price, now from the Sth of January until 
some time in June you received a higher price? 

Until June. 

Well has not the tank waggon been reduced on some prod- 


ucts or the price, is not the S-Gtar, has that not 


been reduced? 


This is the profit for the year 1938 providing the price 
reduction which went into effect in June had gone into 
effect on January lst. | 

Oh I see, but actually you received considerably more than 


that or have you given account for the difference between 
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the tank waggon realization from lst of January to let 
June? 

Our profits for the year 1938 for the Prey ines of Alberta, 
I understand have already been tabled with the donmiseton. 
Oh I see, but I mean it does not nenessarily amount to 
that figure? 

biRe NOLAN: You see what we did---- 

THD CHAIRIA QU: Related it back to the 
whole of the year 1938. 

Re NOLAN: As was done in the refining? 
THE CHA TisAN: Yes, as if the price which 
went into effect on the lst of June had been in existence 
during the whole of the year 1938. 

WITNESS: Yese 

THE CHAIRMAN: vie have that filed,lir. 
rrawl ey? 

MR. FRAWLEY: Oh yes, with respect to the 


refinery and I understand Exhibit "Sco" does that. 


THS CHATRWAN: Does the sane thing. 
Re NOLAN: Yes. 
MRe FRAWLEY: Now iur. Cottle wants to be 


guite clear about this capital employed statement, hire 
walverson. 
wR. COTTLE: lire Halverson, on %xhibit 


"327" T gee your total of cecrued depreciation, we have 


da Dee = 

THE CHATRIGA N: The one you are putting in 
in the morning ° 
WR. COTTLE: Is ¢2,6099,780.98? 


Yes. 
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Is that the reserve for depreciation in your books or 
13 it one you have computed in line with the vate used, 
the depreciation rate used in the year 1938? 

This? 

No, the total reserve for depreciation of $2,699, 780.98, 
is that the reserve which appears in your books or is 

it one which you have computed at the above rate of de- 
preciation throughout the life of the assets? 


& had better get our accounting department to verify 


that « 

hine FRAWLEY: ‘ Might that be done over- 
night? 

MR es NOLAN ¢ we will find out about that. 


In the other instance we took the 1938 rate and spread it 


back and it is just a question now did we do the Same 


thing in making this up. 


MRe FRAWLEY: Find out alk about it. 
WITNESS: 3 It can easily be done. 
MRe FRAWLHY: Now then Ll have a few more 


questions here, i:r. Halverson, you have a spread of 24 
cents between Esso and 5-Star? 


Yes. 

And what considerations did you apply when you fixed that 
citferential? 

I can veally add nothing to the reasons I gave in my brief 
on the price structure, that states our position unless 
you want me to go over it again. 

All right, just a second, tir. Halverson, you now have 


established a spread in Calgary of 4 cents between é-Star 
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and cto, we will let the other question of the 24 centa 
differential between Esso and 3-Star go, you have now 

a Spread off 4 cents between acto and 3-Star and I would 
like your observations as to what you have in contempla- 
tion, as to what might be the result if that spread con= 
tinues or extends over any wider area, what the effect on 
S-Star might likely be? 

In my opinion that is the limit. /ény further reduction 
would mean a reduction in the entire market. 

Yes? 

There is a difference, szcto gasoline with an octane of 64 
is not satisfactory for use in a general automobile and 
for that reason “ differential as high as 3% cents in 
my Opinion might be justifieble. 

Yes, do you not think theré is a danger that you might 
have to establish a price of 125 cents on Acto throughout 
the Province, rather than the 14 which you have now? 

It would seem to me that wham the necessity for allowances 
becomes too general tht the sensible thing for us to do 
would be to reduce the posted tank waggon price. 

Yes, 2 show you the map which accompanies Exhibit "319" 
and this shows the area where the 4 cents differential is 
in effect, does it not, what coloured area shows, what 
color shows the area where the 4 cents differential be- 


tween Acto and g-Star is now in effect? 


4 cents? 
Yes? 
Green, 

The green? 


Yes o 
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In other words for the record you now have a differen- 
tial of 4 cents between icto and 3-Star extending up 
including and beyond the City of Red Deer? 

Just bevond it. 

dust beyond the City of Red Deer? 

Yes. 

ind then beyond that the differential is just 24 cents 
between 3-Star “nd jcto? | 

In the area which is markeé ved. 

Which is marked red? 

It is 23 and 1, which with the allowance, it would be 34. 
In the area marked red the differential is 3% cents be- 
tween fcato and J-Star? 

Yes. 

ind that extends almost up to the Town of Ponoka? 

That is right. 

ind Kast as far as Hanna and in the Southern part, Hast 
as fgr as lied=cine Hat? 

Yes. | 

And then beyond that agein the differential is 24? 

2h, the normal differential. 

The normel differertial between ieto and 3-Star? 

[Tt is my opinion for whet it is worth that the differ- 
ential should be, between the posted tank waggon price 
of 3-Star and scto, should be about 33 cents under 
present conditions. | 

You say that the normal conditions should be 4s cents be- 


tween third und second, between Acto and 3-Star, and 2% 


cents between °-Star and Lasso? 
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Probably. 

Now you said yesterday that, well I am anxious to get 

on and I do not want to take up too much time, you 

said something about one quality gasoline yesterday 

and you said that might lessen marketing costs? 

We hope eventually that it would, if it were not for 
manufacturing difficulties which increases manufactur- 

ing costs, it would undoubtedly reduce marketing costa 

to some extent. 

Do you subscribe or do you differ to the proposition that 
in this particular territory there is no need for what 
might be cailed a luxury octane number of beyond 74- or 75? 
I cannot quite agree with that. I would say there is 

10% of the motorists that demand that kind of gasoline 
with 77 octane and they are willing to pay for it. They 
have high compression cars of advanced models but although 
Lam not an authority, I would not estimate it would be 
more than 10 or 15% of the motorists. 

assuming now some economy could be made, because after all 
that is the only object we have in mind, assuming some 
economy could be made and not bring about a minor result 
with a major disturbance as you put it, do you think that 
the motorists could get along pretty well with the 74 
octane gasoline? 


The most of them could, yes- 
Well the most of them could and then that would just, if 


some economy: coulé be brought bout, do you think that the 
amall balance might be made to just suffer without a high 


octane gasoline for the common good , any views about that? 


well they would have to>- 
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ind you would not think there was anything horrible 

about making them do it, &s8 I understand? 

well---+ 

Ido not want the bthyl Gasoline Corporation to shoot me 
as I stand right here? 

we do not know how badly they would feel until we tried 
it, I mean it is hard to gauge public reaction until you 
do the thing. 

Do you see any need for 83 octane in slberta today? 

i do not. 

THE CHALRMAN: I put to Dr. Brown a matter 
which should be explored and if need bb exploded , namely, 
the suggestion that automobile builders may be interested 
in the Ethyl Corporation and they are making cars that 
require gasoline of that character to run, in very high 
compression engines, have you any reason to think there is 
any foundation to that? 

The experience of the past 10 years has been that there 
have been advanced models brought out every year pract- 
ically, high compression, that require very special fuel 
and if that special octane fuel had not been available 
during the past years I think the development of the motor 
industry would have been slowed down. Now I cannot fore- 
see the future but as things stand at the ..oment I do not 
think that over 10 or 15% of the motorists in this Prov- 
ince require an octane better than 74. Developnents may 
occur, new ideas in automotive designs, that might make 
"4A too Low an octane and then we would be faced with this 
situation thet we will say for instance now the new model 


brought out requires 30, if we were to have only one grade 
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it means that all the cars that were already in service 
would be forced to use 80 octane which would be un- 
necessary expense, 

MWR. FRAWLEY: Yes, but you see if you 

are keeping supplies for that small 10%, then you are 

not making any economies, if there be any wastefulness 

in it, that is where it is, is it not? 

Wastefulness or an extra cost in distribution. 

In distribution? 

Yes, but as I said before mamfacturing costs for the time | 
being would be increased to combine the two, it would 

mean bringing in a great deal more of naphtha from Vancouver. 


THE CHALRWAN: The 10%, would those oars run 


at all on this 74? 

It would just knock, 80 far as I know. 

Just knock? 

We still have I believe our technical engineer here and I 
realise you want to get on and you do not want too many 
witnesses but I really do not presume to be any authority 


on automotive design or specifications but I do know this 


from practical experience .at any rate that a 74 octane,~ 


I have a modern car and I use 3-star in it, occasionally 
sometimes Esso and all that happens is it knocks a little 


bit on the hills perhaps. 
You could have that adjusted I am told and eliminate that 


knock? 

Nothing serious so fer asl know, Your Lordship, unless 
it isa very high compression car but I do know this that 
I believe the Ford people are very anxious to see a high 


octane gusoline avoilable because they are trying to de- 


4 
i 


ou 
aS 


a 
a 


a 
rae oe) 


ig 
a 


t 


4 


ore 
> 


> 


= 


, 


4eH.Halverson 

- 9824 - 
C4 
sei 


velop high compression cars and the motor fuel industry 
must work along hand and in hand with the motor car 
industry. 

Q 4 mean, to get down to calcule ting the thing, would it 
be a sensible thing to recommend that in the Province of 
Alberta we should have gasoline limited to 74 octane : 
is it a sensible thing? 

ry Jell I try to be quite definite in that, and that is this, 
that as soon as we can get in the position where we do 
not increase our manufacturing costs, then we would be 
Sympathetic to such a move but to go to one grade of 
gasoline and make some saving on oarketing and increase 
your manufacturihg cost, you have not reduced your over- 
ell cost except you have deprived 10% of the people of 
a grade of gasoline which they want and for the time 
being I think we should go slow on it. It mey be a mat- 
ter of a year or two and we, from the motive of self- 
interest in our efforts to reduce cost, we will be work- 
ing in that direction, thet is a simplification of brands 
but if you hurry up too fast you are apt to raise the 
cost for the time being instead of lowering it. 

Q (eee Have you any idea what the 
increase in cost would be if you went the other way and 
made only Esso, or would that be e suitable product? 

Al That would be really impossible in this market unless we 
increased our cost very substantially: 

Q It would mean a substantial increase in the cost? 

rt It certainly would to go over entirely to 78 octane. 

Q I guppose it would not be within your province to give us 


the figure of what that increase would be? 
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I assume we could make an estimate. 

tiRe FRAWLEY: lure Halverson, I am try- 
ing, I am getting along here pretty well, would it be 
too much trouble to ask you to file a list of the 
dealers, these inland dealers for Dr. Fry, that is his 
work, inland dealers who operate on a little better 
Spread at points where you have ro agency, would it be a 
great deal of trouble for you tc file a statement show- 
ing those dealers, where they are located and classified 
as to the nature of the equipment which they carry, some 
may have no equipment, no tanks or pumps, some may have 
trucks and so on? 

You are referring to those inland deslers who receive 
the extra half cent on acto and ata ee 

That is true? 

In lieu of an agency. 

Will you do that? 

Yes, gladly. 

Now let me put one question to you, there is in the City 
of Valgary in Alberta no open-tank car market, you are not 
selling in tank cars really, except to your contract job« 
bers, are you? 

That is correct. 


Now if a group of retailers in the Town of ked Deer, 


grouped themselves tcgether into some sort of an association 


and came to you and asked you to sell them gasoline in 
tank gar quantities at jobbers' prices, which would rec- 
essitate their operating some storage, some central 
storage and perhaps buying a tank waggon, what would be 


your attitude towards any such proposal? 


2, 


‘ ‘sshd . ~ ‘ , 
? ee 
- 
. . 
4 
nae Cal a 3 - * ve * rs a © ‘ ae ae Pe . ’ - f Bary - 4 Bae +t, 
3 ae ae 3 5 ey . = ; es im. 2 - ’ we ‘sa 4 poe - ©? 
us ae SH . & 3 z 2 rs ats ees pit , f ¥s . rs en aK. 
we % fee 2 se = 3 = se ey 3 , Ke 2 o J “ae 
i ry om Si a i: Ee = = eee - > é rae) 2 TENS 5 
~~ ov : - ae + ap. : > a Z ~ 2 ae 24 ot 
* tg res eae : fod ere t ‘ ae is =a 
ine eo 4 ie - . ws 4 med i “ x 
> ’ r * = pets #™ 
“ue ae ect 4 ANE, ie 2 - ig OE: tae 
a aes (ie aS coe i me aes z : Pages =F .2 a 
ns 5 S ea s . hg y s nS, 3 od 
sy Sts i e j oor, : se bes a es: aoe tay : =i) 4 
>? is a - © - ge E ee? ee ard “y oe 7 —, 
aj a i oe =4 a ™ a) : ~ Ge =- ty . aeiad Le es 
ee aa 3 - < é % bass - ae Fg 5; fen ott a a a“ 
r Re 5 = PS 7 c a Bate cy 
i : = “ise “a e: ve : pice - Ard rt ate == “hles = 
>= ng - 7 x oe ~ > Ea 3 - Cis ae z 23 ome 
é t 5 © + a Fc - e S oh a - 
as ER 3 5 “ s eo \> -~ 7 
te v i “ 7 ‘ . r i: ~ 7 ~ wk Bf ood 
os t en, A cn : » atts 4-4 Hi ea - — 
os - ae : - ‘ 2 4= ae 5 - ~9 mm 
— = 4 son . : E , ’ = aa - i = a 2S om 
— ~ -< - 5 £ eb Rig 2 cas. c i— Lee, ee, 
as rae : te aa S ’ Z % : — 2! . 
poe : - ’ be + é = re t~. = “ Par 
ae 3 Bs : = 3 as a po ex % < a oe on o.4 
i = . ¢ of ¢ : a : 2 ne Bes 
= ee : a ae =t As aa ba? at as 
Sis, . . - we Sey eee, aS 
: = _ - ¢ ? i 4 
= - iw eo i . i c + Caer oii << 
rr 4 : 4a © a 
% = = Z 2 oo we . - 4 
ae : a cs “we Ee, =) . 
= ae 3 Bes vee - ors as ae a « ae ‘ ote nak 
= a ss os a : 
— : 5 - - = =. oe: 7 wis 
as © a + = & im or % - 
a % ae ; ay ~_ 
is Ree es x ao ae : 
2s c aE - - = a > ot = ‘ 
~ 2 : . ; "4 ; <2 Z ae Seps 
> bk, Loe *: & eS © - = : ~ Phe 
. ke ae : ‘n ; aes ss io 454 part mis 
= Pa = a2 -, : : Wess ~3 me ¢ ~ < 5 
: . 7 5 Pies ~.2 1 
: : E : : = = = : “ 
: 2 cae Per . me =é r a 
ae bs - Gy oe [ake hg) 4 
1 “he o- ot fatty a 2 - Se ath t ben Sy = ¥ 
= ms < uf meee 5 apes ee. ‘te 
=e -~ Si a Gar - r = -< + ax 
ic ee : we r am ue cB ae 
: 3 Es a Fa : - - “i 2. tg = * < 
ae 5 BS i e utd ; 38 Ss. , xs pe >. tr 
a ve 63 2 E == ws ce . ae BER = te ~ Ie 
7 x a oF 5 aed sat A ut at 
a oes <4 rt - ; = ae ee 2a = 
> ’ =f ig oe ey a : i es m 
me ‘al 2 ea x. : > < mS “4 - 
e we : ToT 3s ce a ay Bh 2s a 
- +3 a eee a - cet = ‘ . 
. ; Bs - ee e ee CS 4, r e c 
‘ a rae ex Ey. > ee o 7 Pn 
‘ = ~ i ™~. ft 7 ae ~ Sve 
A z Z ae ry ag 7 Ss ce ro x tl A > cas 
rd ¢ id ey - a wae . - os i c has ; & 
63 21% 5S eer Car <5 loo ~~ eX t , 
: 3 che eer, era pe - = = a 
[ = ee : ie cad igo) is 2 : - ae ey toy x fo Cee 
< ae c an : s . a “4 ot 
= ene he ai ay * 3 = < ~ - 
= S : =: Sey oe +c <4 B 
ae 5 Ste sd < on - ae “ an = +3 
xe fy is ed ti e Lay at de ah ee set * DP a ei 
Jen nie ‘ - “2 
eo. o ree = we ree 
aes 2¥ - Se ve oat eae F 4 a 
5 “+ 4 *. SOE oy cind oie - 
; ies 4 age o4 s =a ® ees < - % #3 — ss 
e aS Y. A : ° Re Z $ au ss mas = oe 
aes ab t= fe es Fe aa mer heath ae 
os : Z - a a oF 
tt ess cs gr 5 PAD ee CS oes ~ + 
(ee Fey. =, ws = ai a : 
=a oF ae << - Ge —- 
cx Wao at eins tes ata Bs ae as ee: nes x, ies 
a mn g - ’ Ae ae F tu ae 
tc ot _ aah a ee nt tet at o, oe = nul = a, Ft 
=e ; ss e a ae ‘ eal 2 id 
ca ; a a oe ah 2 -- ae oe ook a =F 
_ i = : Se “2 on t ve Vad ‘iad | 
se aw ses, ac os - oe : ws 5 
7 t ee Si 2 Gs ae as a Wt rae | eee 
oe & : eS e nie r 
es ~ 2 eee A yaa po 
Xm S Noy a OD, wig 
ao a —— wae es = = nee (ed 4 
. - SS kK 3 = oa Ay : 
r set : tT. 5 . ag, 
t > soil : ~ . ~< 2 
: : a ie et as eat? a -< i 
y : pe - whee 
‘ - zi — Sa “2 


antl 
esse eS Ee 


SA St EPSRC I SS 


a ee 


i 


eer ee 


Te rade 


LL BATE PELE DSL ELIA. 


Ae eHalverson 


C4 
13 


oOo —- 


i 


~ 9826 « 


We have a posted tank car market. 
Yes? 

Available to anyone in any Single tank car quantity plus” J 
$3 cents below our posted tank waggon prices and that 

would be available to them but for us to make very 

Bpecial prices to them, the same as we do to an established 
organization like the North Star would merely be eliminat= 
ing our own system of distribution. 

Yes, I just want to make it clear and get it on the record, 
you feel you could not treat with those people because it 
would be simply giving to them a certain selected portion 
of your market, a good portion? 

Yes. 

The cream as it is sometimes called? 


Yes. 


And leave you to carry the Province wide organization? 
Exactly. 

I want to be clear about that, so that if any group of 
men, the garage dealers, the motor car dealers in Calgary 
for instance, if they banded together and came to you 

and said they would like to buy gasoline at North Star 
prices you would tell them you were very sorry but you 
could not do business with them at all? 

It would mean that organizations like that would of neces-« 
sity function in selected areas and the loss of gallonage 
in that particular area would not by any means be compen- 


sated for by the reduction in expense. 


Yes? 
And the net result would be higher marketing expenses per 


gallon over all in Alberta, 
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' ‘al Yes, well it may be perfectly obvious but I want the 
Commission to be quite clear, that this Marketing systen 
of yours does not permit you to allow a retailer to 


come close to the refinery, that is all, you see that 


\ is the other side of it, let me put it to you---- 
rl, 

fi W@ have only one price to the retailer, 1 cent off. 

0 You have only one price to the retailer and if the re- 


teiler was desirous of bringing himself closer to the ro- 
finery than he is now, you say that your systen of market<- 
ing would be broken down if you pernitted that to be done? 


A Yes. 


Well now will you deal briefly a little more completely 


Pep) 


than you have done in your brief with the situation in 


Southern Alberta , why you are continuing to send gas- 


’ 
Oline made at Calgary from Turner Valley crude of course 
but made at Calgary, against the unfavourable freight 
rate down to the very Southern end of the Province where 
you are losing money on every gallon you send down? 

A uiell I presume Turner Valley is in a state of flux develop- 
ment and every effort has been made during the past year or 
two to move Turner Valley crude and for the time being we 
heave consigered it wise to move Turner Valley crude through- 
out all of Alberta. However, it may have been an unwise 
policy. It might be more advisable to make an exchange 
arrangenent with some American refiner who operates in 
Slberta and buy from him in Southern slberta and sell him 
in Northern alberta, providing we could make an equitable 
arrangerient with such supplier. 


Q wAJOR LIPSLT?: I do not quite follow that, 


lire Halverson, you say some refiner who buys in Southern 
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Alberta from some American refinery? 

well to be specific, the Texas Company, they are bringing 
in tiontana made gasoline into Alberta today. FE am not 
suggesting we are going to do that. 

No, no? 

It is merely a thought, and then the other thing would be 
to buy gasoline in Iontana or to reopen our Coutts Re- 
finery and the only other thing we could do is to ship 
from Calgury or abandon the merket, so it is being given 
our thoughtful consideration. 

witte FRAWLEY: But the expense which you 
are put to, because that is literally what you are being 
put to, is the expense in the way of freight rates be- 
cause when you have a tank waggon price at wilk River 
which is practically the Calgary tank waggon price, just 
to put the point very concretely, you have the tank wag- 
gon to tiilk River of 17 cents on 3-Star and the tank wag- 
gon in Calgary of 16% cents, and of course you cannot get 
it down there for a cent and a half, so you are spending 
money to put it into Milk River? 

Theat Ls right’. 

And you are again, you carry on that operation because of 
the fact that you get 16% cents for the tank waggon in 
Calgary? 

Not necessarily. 

well let me put it this way, you have just pointed out 
thet you made a profit of so much-~-~- 

The figures are in, it is $2 thousand dollars per annua, 
but it would be a simple matter for us to clear the sit- 


uation over-night by bringing in riontane products and [I 
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ps - 9829 « 
am sure we could get a good price down there. 

Q Yes? 
BUY wt eno, Only a policy for: the Inperie] 011, & 
think the Province as a whole is interested, the pro- 
ducers are interested---- 


Absolutely, I am aware of all these situetions but I 


a<—~. 
S 


just wanted to get the simple statement on the reocrd, 
the facts about it, you are able to do that by virtue 
of the spread which you take or fix for yourselves at 
Calgary, of namely 16§ cents, I suppose that is only 
another wey of putting it, is it not? 

ri) Well even if we were not getting 10% cents I presume we 
would be doing it anyhow. If it is not unfair or pre- 
sumaptious or out of order we would like to get the ad- 
vice and counsel of the Commission regarding that sit- 


uation down there. 


(Go to number 9840) 
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THE CHAIRMAN: Such advice as we have to give 
we hope to give as soon as possible. But it looks at this 
minute as though it would be a few months away, at the rate 
of progress we are making. You can understand that after 
heving been here a while. 

MR. COMMISSIONER LIPSET?T: There is this point in favour 
of it, :r. Halverson, that you would be lessening the 
throughput of your Calgary refinery if you did not supply 
that market? 

That is correct. 

and to some extent possibly increasing your cost of 
manufacturing at Calgary? 

To tia t extent. 

MR. FRai BY: Mr. Halverson, on page 15 of 
Exhibit "315", you made the statement, which I have been 

a little bothered to understand. You say "In addition to 
the above, we had as of December $1, 1938, special orice 
arrangements with 51 dealers." ‘hat does that mean? 

that are the special price arrangements? 

That came up in cross-examination the other day. We have 
made no special price arrangement to meet only competitive 
accounts but, as I stated frankly the other day, when one 
of our dealers was offered a special discount and we 
satisfied ourselves that the offer was bona fide, in some 


eases we have protected that dealer account by giving him 


a special price arrangement of some k.nd. : state there 
in my brief that there are 51 of them. ‘the amount of those 


opiece diseounts for the Province of alberta amount to 


$8,834.50, or .72 cents per galion. 
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THE CHAIRMAN: Which, as I remember, those 

are the ones you said that were forced upon you by the 
competitive situation? 

That is’ right. 

MR. FRAVORY: Not those eompetitive discounts 
in Southern Alberta? 

No. These are not special allowances. aA special allowance 
is a price that prevails to everyone in the community. 


This refers to a special price to an individual dealer. 


You go into a place qnd you find a dealer is getting some thing 


under 100% tank wagzon from one of your ecoupetitiors am 
you meet it? 

No, we do not do it that way. It is one of our dealers 
that is being offered something special. 

Yes? 

Very “often he is offered it even if he has a contract. 
Veliwewe could hold )the man to the contract but as 2 rare 
we do not like to enforce a contract and say to the dealer 
"ven if you do not like us you have to buy from us." 

If he has been offered a cent and a half, and that has often 
happened, we compromise by offering him half a cent. 

Under the undivided dealer price? 

fiat is correct. 

Now, we come to this jobber price, and I may say the end is 
Peel eel. / Low Nee a price of 6 cents under 4 Star to the 
Camadian O11, the Union, the Highway, the Maple ueaf, the 
North Star and the -Texas. You do not sell much "Q" to 
Toxas, of course, do you? 

Not very much. 

Just occasionally to fill an order, ! suppose? 


Baergency deliveries. 
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ig am wondering why, and I would like to put on the record, 
the competition - because you said you quoted that price 
because of the competition, actual or potential, if the 
North Star Oil Company or the Canadian Company broke with 
your company to-morrow unless they went across the street 
to the British American, if they looked to the Montana 
refineries they would have a higher landed cost at Calgary 
than 16.5 less 6, 10%, wouldn't they? 

That is quite possible. 

For the sake of the record and so the Commissioners will 
understand, let me put it to you that they would have a 
landed cost of 12.954 at Calgary, made up as follows, using 
the fissures of the Texas Company which we will be putting 
invevanence, the first) of the week. A. refining pracegor 

Pe hwperiinpe rial callon for "Q" sasoline. ~ then) een duty. 
O.75 cents! drcicht,- and .68 sales tax, or a total tenged 
cost of 12.954 cents at Calgary. Now, I just wonder why 
you are giving these people a price of 103 when, if they 
looked to the Hontana refinery for a source of supply, it 
appears they would have to pay 13 cents to land that 
gasoline at Calgary? 

In my brief I was careful in the interests of accuracy to 
state if they could not import to compete with our prices 
to them then the competition that we have to meet, is 

the danger of them either building a refinery or making up 
with one of the skimming plants in the Valley who, for that 
extra volume, would be gled to put in facilities to turn 
out quality products. Now, the companies we are dealing 
with are companies that if they so determined are most of 
them in a position to build their own refineries or secure 


financial support to do so. “We have lost a good many large 
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jobbing accounts throughout Canada thinking "Yell, this 

is rock bottom and if we stand pat, why, you will stay 
with us", amd then we wake up some morning and find out 
that they have made other arrangements. The :cColl- 
Frontenac Oil Company could easily make their own arrange- 
ments for their own refinery, or with some other suppliers 
such as the Gas & Oil Products. 

Q@ Ido not want to cut you off at ell. I only want to bring 
out your point or your attitude there. That is clear there? 

A That is covered in the brief. 

I am not being very controversial about it. I want to make 
HmecLear Chavis tne price that they could bring Th Aniwor 
but you say they might build their own refinery? 

A That is covered on the first page of my beief on jobbers. 

2 umere f£oo.one jobber, ori two jobbers, realiy, that 0 would 
like to questinn you about. There might not be enough time to 
do it. But I would like to talk to you about the ‘North 
Star and the Maple Leaf. as the Maple Leaf solicitor is 
here and the Maple Leaf people, will you please make a 
statement as to the manner in which your company acquired 
the 'aple Leaf and the purposes which it has made of it 


Since that time? 


THE CHAIRMAN: Who ig appearing for the Maple 
Leaf? 
MA « FRACILGY > ix. Davidson is appearing for 


the Maple xeaf. 
TH CHAIRMAN: AlL right. 
MR. FRA‘TLUBY: "i111 you do that then? 
A [I will be very glad to. In 1930 or about that time, as I 
recall it, Montana crude was becoming quite a factor. ‘ie 


were shipding Mc’ Lana crude to Calgary and then re-shipping 
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the finished product into SOuthern Alberta. at about 

that time the Maple Leaf Cil & Refining Company who had 
gotten into financial difficulties wanted to sell out and 
approached us- In 1981 we purchased the refinery and the 
distributing facilities of Maple Leaf in Canada for 
$289,000.00. We did not disclose our ownership for a year 
because, as a matter of good business, we wanted to con- 
solidate our position with their customers. Later we 
acquired the Northern Oils and merged that with the Maple 
Leaf. We found that a good deal----- 

You had better explain Northern Oils are purely marketir ? 
A purely marketing company. ‘Ye found a considerable volume 
of the business that the Mapnle Leaf did, prior to our 
taking it over, was on a cut price basis, and we lost some 
Othe t gallongge. We had the refinery which come in 
useful. But the distribution end of it seemed to be 
somewhat of a oroblem, because, as I have said before 

in evidence, we do not believe in using a secondary company 
to carry out volicies that we ourselves do not condone, and 
Wiidneo @ondone. In 1932, as. I -recall (it. the Co-Cyoranive 
organizations of Saskatchewan appealed to the Dominion 
Government for an investigation into the Cil Industry. 

“Te appeared at the investigation at Regina and also before 
the Banking & Commerce Committee at Ottawa and a great deal 
of the discussion was regard.ng the Co-Operatives and the 
Imperial Oil timited not playing fair with them. Coming 
Tice Ch. tic! heels of that we were anoroached by tir. Brownlee 
of the United Farmers of alberta whether or not we wished 
to deal with the United Farmers of Alberta. Cur first 
meeting with Mr. Brownlee, the first time fT had ever seen 


him or talked to him, was subsequent to his retirement from 
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office as Premier. ve met in the rotunda of the Royal 
Yors Hotel on a Saturday afternoon, I believe. He stated 
he had been approached by various oil ame tics ori ire 

haa approached them, and he wanted us to make them a 
quotation. f[ told him we would give the matter consideration 
and then, on the next Monday, I believe, in my office. 

In the meantime the thought had occurred to me that instead 
of the United Farmers or the Co-Operatives in Alberta 
duplicating distribution that already existed, some plan 
might be worked out whereby they could use the distribution 
which we found somewhat unnecessary. So we suggested to 
him that probably some arrangement cculd be made to take 
Gore Of h-s jsupplies through the Maple Leaf. after sone 

rm gotiations a contrast was finally arrived at, which we 
Wore clad to table, of course. 

I wonder if you could do that, as we go along. Itis 
Sugeested to me as 4 matter of fact by the solicitor for 
the U. F. a. = he could not be here to-day - that you 
would file the original contract, as well as the second 

and third ranewals. I understand the present contract is 
the third renewal? 

Ves. 

You can file them all? 

I will be glad to. 

Could that be done now? 

MR. DaVIDSOl: My recollection is that you 

have one copy. iir. Yallace made up several copies. Now, 

I want to show you what is in that bundle. [I have three 


separate bundles. 


MR. FRAY Y: ‘'e ean file this,through 
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A 


ir. Halverson, You are the Vice-President of ie Maple 
Leaf Petroleums? 

Yes. I asked Mr. “allace to make up several copies ard 

I thought they were ready. 

MR. DAVIDSON: “we have three copies to file 
and everything is on that list. 


Do you want me to read that? 


MR. FRALEY: This is &@ lLiet«<yom can foitow. 
MR. DAVIDSON: That list is a. list-of) the 


documents which are in that bundle. 

MR. FRAWLEY: Te will start marking them. 
The first is the 1955-36 contract. But before we get to 
the contracts, Mr. Jalverson, before we come to filing 
tne first contract, have you got the. letter which you 
wrote to the U. F. a., containing your offer? 

No. 


I am instructed it was a letter containing an alternative 


offer you made on a straight brokerage basis, which was 


about 5 cents margin under the tank waggon. That offer 
was not accepted and the contract later resulted. But I 
have been requested to ask you to produce that letter. 
All right. I had completely forgotten about it. 

MR. NOLAN: ft will be produced. 1, take, at, 
from the company. They have got it. 

MR. FRAMVLUBY: I do not know. 

Yes, I would think when the United Farmers are being cross- 
examined they would have a@ copy of a letter addressed to 
them. 

Yes. But I am just endeavouring to help out with the 


Soltcitor for the U. F. A? 


It aid not occur to me to bring the correspondence with me. 
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A. HE. Halverson. 


Q Just at some time you can send it back to me and with tle 
co-operation of all of us we can probably get it in. Now, 
Let us file the contract. The first one is called the 
1935-36 contract. It is dated the 17th of August, 1935. 


(DOCUMENT IN QUESTICN IS NoW 
MARKED EXHIBIT "328". ) 


THE CHAIRMAN: What are we working at now? 
MR. FRAWURY: The contract between the Maple 
Leaf Petroleums Zimited and the U. F. A. that Mr. Halverson 


just led up to in his evidence, 


GHE CHATRMAN: Is there any point in putting 
them in? 
MR. FRAWLEY: No, no point at all except to 


Show the business of the Maple Leaf. ‘“e are now really 
dealing with the business of the itlaple Leaf Petroleums 
Limited. We have really, in one way of looking at it, 
passed from the Imperial Oil, and Mr. Halverson, the Vice- 
President of the Maple Leaf, is presenting the marketing 
problems of the Maple Leaf Petroleums, which I think he 
ean do better than the local people. 

MR. NOLAN: Is that quite right, that you 
are going to present the marketing picture for the Maple 
Leaf? 

A No. May I say this, briefly, as Vice-President of Maple 
Leaf I feel I might be helpful in taking the picture from 
the time we acquired the Maple +eaf up until the time we 
signed the contract with the United Farmers of Alberta. 
From that point Mr. Wallace, the General Manager of the 
Maple Leaf in Alberta, can give you any operating information 
you wish and the correct representatives of the United 


Farmers of alberta can give their side of it. 
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A. &. Halverson. 


MR. FRAVLHY: I do mt care whether I put 
these in. 
TH? CHAT RMAN: IG 1s 2 Lei ont lil ae iw eran 


to know. “We do not want all the contracts that the Impe rial 
or the Maple Leaf have made with anybody in the course of 
their routine business. There must be some purnose in it , 
and I want you to tell me what it is. 
MR. DAVIDSON: Since we are in a rush, could 
not Mr. “allace put all these documents in? They are really 
in his possession; 
THE CHaALTRMAN: But this witness is going to 
speak about these documents. He is speaking about them 
up to the time that the contract was made. He is at 
least speaking about one of them, that is the first 
contract with the United Farmers, as I understani. 
MR. FRAWLEY: That is wash te 

A These are renewals of that contract. It is simply a matter 
of tabling the contracts, Mr. Frawley. The contracts contain 
everything. There is nothing outside of the contract. 
TH CHAIRMAN ;: That is yvour next one? 
MR. FRAWLEY: The next contract is dated the 
28th of October, 1936; called the 1957-8 contract. 


(DCCUMENT IN QUESTION 25 NOW 
MARKED EXE BIER o2oR 


WR. COMMISSIONER LIPSETT: There must be one in between. 

MR. FRALEY: Tne other contract, Mr. Commissioner 
igs dated the 17th of August, 1935, and it is called the 

1935-6 contract. Do these follow on one after the other? 


MR. DAVIDSON: Yes, they are in ihe right order. 


A They are renewals. 
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-. Halverson. 


MR. FRANUBY : Then the third contract is one 
whieh is called "For the years 1934, 1940 and 1941." It is 
Gated the 50th of August, 1938. 


(DOCUMENT IN QUESTION IS NOW 
MARKED EXHIBIT "330", ) 


THI: CHAIRMAN: What is it called? 

MR. PRAWLEY: It is called "For the years 1929, 
1940 and 1941." 

MR. DAVIDSON: Rhet is the one that is now 
Operative. 

MR. FRAWLEY: Yes. 

THi: CHAIRMAN: I suppose you will be a little 
time on this? 

MR. FRAYVDLEY: Nou. Ly wont t be. very LC nei lean qa 
be, perhaps, fifteen minutes. I expect to get through by 
fourm .olc lock. 

THE CHAIRMAN : IT am not hurrying you but I 
think that if the witness is not tired we are, and we will 


take a short recess. 


(at this stage there was a short recess.) 


(Go to number 9840) 
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Hnilverson 
MR. FREWLEY: I would ask to have 
Exhibit "102" "Economies on Public Utilities" by 


Nash returned to Mr. Morrison. 

MR. FR& LEY: Mr. Halverson, I think 

I can cut my examination quite short and leave consider- 
able of the discussion surrounding the Maple Leaf - 

U. F. &. contract to Mr. waklace, your Alberta managez. 

I merely want to pursue a few aspects as to the making 

of the original contrect and then ask you to very con- 
cisely state what the terms of the contract are, and 

some cf these questions I am askinz you at the suggestion 
of the U. F. A.» Solicitor in the light of certain evidence 
which was put in here some days ago, was there any pressure 
brought to bear on the Imperail Oil at all or upon you as 
the executive officer of Maple Leaf Petroleum at the time 
the contract was made with the U. F. A. 

THE CHATRMAN: Was pressure brought to 


bear on Imperial Oil? 


MR. FRALEY: Oh Imperial Oil first. 
THE CHAIRMAN: By whom? 
Mie PRA) LEY: By the Jlberta Government 


or by any member of the Alberta Governement? 

None whatever to my knowledge. 

You told me that J. &. Brownlee at that time was not a 
member of the mxecutive Council, at that time? 

That was correct. 

And none of his former associates or anybody connected 
with the Government put any pressure on the Imperial Oil? 
None directly or indirectly. 


Or on you as an officer of Maple Leaf? 


as nae 
» 
. 4 . 
o * bien 5 7 “ahr 
e ; PS aa - beak ee a a= bee A 3 2 F “: 4 ‘ 
as E . ae : , : ‘ ay 
: 2 ey . . “s inge ~ 5 ae Fi eer 
ee : : : 8 : : oe “ - 2 
- ar ee =o ‘ - = : ra 4 
ie . Mis F 
+ SWS x - ” 2 
z : ae 3 ; F : a 
" sole = . FP: ‘ Sie et ; = 
2 <t " ‘ veal é 2 bs bi p ue 
5 ates : - Ss ‘ . » at 5) - , a es 
i st me, oa a rs ae — 3 ? 
i cone & > : ; * = ; : : ; = : 
ot s . > fe the r = is j 3 7 
esi > 4 2 Ps es = © t 
a : 3 ee, > re) > ty 
0 - ‘ * t se 
om ne + 2 nny — : fi : ~ 4 ; 
Boks i Cae = Se oe fa Peary - ‘ 
ee ‘ 3 Ors = , 
: fm waa a < 
"i 5 Fe ? 
z . ra y 
we 5 ee : Lae 7 = 
nics ? a Nee ies B , - ae a 
‘ Piet - sy oes = z ae Cate = — 
, s ae 4 : “ es ‘ 
my ce aS E snes = 
sed Z : 4 d 
td i S . : te ba aes d q 
- ‘ a a a ‘ re 
. a - Pa hive Ser ts * 
Boies : as ; oe : % e: 
: ” ‘ ‘ . 
‘ ae & 
hae 1 ‘ 
. a. : E < “ mG , : ; 
seh ” F : : ae % : eae a : > 
am 3 a : 
4 a - a, % or 
= ae . : : ; eS ey 3 . : : 
vee eee BE are ‘ g a S . A 
: x ' t +- Tome * i k : 
s Sor 1 Boe ss : =~ . 
Ase cae Ze : a sth * 4 i 
; - F ae = : : : 
ait a . -- ‘ # «. : 
7 a i ks -s 3 = 2 : 
Ans ad ates 9 = . " . 
3 ‘ ae ies 2 me ie Se 4 
ee a > ont os Beat tae . ~ 
Seats 2 aa ae = eS os 
i, as ear : Dee Py ‘ 
» i w mt a - 
ats “ od » - 
wee iw a ~< ‘x : 
é z “y = 
rad 
he, ~ F e a tay : 
‘ oa sae 3 oe - * Ff 
« uy ~~ ay : ‘ ¥ ; , 
- va S a : 
‘ , H : — 1 . Sia = é 
‘i yoy es: e a 
Pot y - ‘ 
a ee. « ne : i ae: 


. 7 a 


C-5 
a 


- 9641) = 


&. & Halverson 


Do &» DN b& 


That is quite so. | 

Or on any other officers of Maple Leaf? 

Not to my knowledge, none at all. 

The contract which wes finally entered into and which 
appears as Exhibit "328", it was at your suggestion, the 
terms of that contract, I presume it was ultimately the 
result of your agreement, but was it a suggestion 
primarily of you or of the U. F. Ae people with whom 

you were dealing? 

The contract was written out by myself after a great. 
deal of study and consultations with my immediate 
associates, I do not mean the Directors on the Board 

but my immediate associates. 

Yes? 

And the contract as submitted was accepted by the United 
Farmers of Alberta with only minor modifications. 

Yes, now will you state just precisely the principal 
terms, what the principal terms of that contract are? 
The Maple Leaf were, I mean the United Farmers of alberta 
were to act as exclusive agents in the Provincoso of jlberta 
for the Maple Leaf Petroleums with the exception of the 
gities of Calgary and Edmonton where the Maple Leaf 
continued to supply directly the business which they 
already had at those points. 

Yes? 

The United Farmers of Alberta, centrel organization, as 
a Commission or acting as agents, received a commission 
in the first contract of 54 cents per gallon on gasoline 
and 22 cents per gallon on Turner Valley Gasoline which 


was third grade gasoline at the time and tractor distillates; 
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The United Farmers of 4lberta out of those commissions 

of Sz cents per gallon and 22 cents per gallon respectively, 
had to pay the commission of the agencies which amounted to 
e cents per gallon, that is still the rate being paid to 
the agents of the Maple Leaf; out of that 2 cents per 
gallon the agents of the Maple Leaf and the United Farmers 
took care of the one cent allowance to undivided dealers; 
deducting that 2 cents commission which was paid by the 
Central U. F. 4. to the commission agent, it left the 
United Farmers of Alberta, central organization, 14 cents 
net gross on gasoline and three quarters of & cent net 
gross on third grede gasoline and distillates with which 

to defray their administration, overhead expenses and pay 
dividends. 

The other clause that may 
be of some interest is that the United Farmers of jlberta 
under the contract agreod to assume half of the credit 
losses and half of the stock losses but outside of 
commissions, stock losses and credit losses, the Maple 
Leaf pay all operating expenses. The Maple Leaf have 
approximately 39 bulk stations in the province, 39 
stations, and I believe that at the present time the 
United Farmers have approximately 100 agencies. But as 
I said before only 39 of them are the property of the 
Maple Leaf. It was felt, and then I am through with my 
statement unless you want to ask some more, ~-- 

Q Yes? 
It was felt that this 1¢ cents per gallon net to the 
Central U. Fe 3A. on gasoline and three quarters of a 


cent per gallon net on distillates could be offset by 
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the Maple Leaf operating that much cheaper than the 
Imperial Oil Company cculd, I mean on its system of 
distribution. It did not need wany bulk plaats 

because they were provided by the United Farmers and 

it was our feeling at the time that the contract would 

be profitable to us, it would net us the same as our 

own direct business, that is providing the Maple Leaf 
could have marketed 14 cents cheaper than ae Imperial Oil 
on gasoline and three quarters of a cent Ghegoer on 
distillates. 

Q You spoke about the Maple Leaf having a few stations, 
the U. F. Ae had no stations at the start of this 
contract, did they? 

A There was quite a few local organizations throughout 
the province buying from the Great West Distributors 
who already had their own facilities, quite a few. 

Mr. wallace can give you the details but since that time 
the United Farmesr have put in some more and the Maple 

Leaf organization has financed those up to a point which 
Mr. ‘iallace can cover. 

Q Yes? 

a On 60 months! terms, so much cash, balance payable in 
case the contract is terminated. 

Q Has Mr. ‘iallace been with the Maple Leaf Petroleums since 

the beginning of the first U. F. A. contract? 

No, Sir, oh he has been with them from the beginning. 

He would know about the allocation of these stations? 

Yes, very familiar with it. 


Abll that I want to know about the stgtions? 
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Q Now the Maple Leaf Petroleums is 2 jobber from Imperial 
Oil? 
That is right. 
Operating on a Six oent spread under Three Star tank 
wag gon? 


b Exactly the same spread as North Star and the other 


agencies. 

Q The Canadian Oil and so on? he 

4 No better. 

Q And they in turn -- 

Q THE CHAIRMAN: was that the position 
when this contract vas made? 

4 The first contract. 

q When the first contract was made, that was the position 


or had Maple Leaf made its arrangements with Imperial Oil, 
regarding them as two separate entities, they made the 
the arrangement with Imperial Oil for the jouvbing contract, 
the 6 cents jobbing contract? 
& I do not have the data with me as to what price we gave 
the Maple Leaf in 1936 but I da know that during the past 
two years they have been paying exactly the same price 
as other jobbers such as North Star, McColl Frontenac, 
North Star and Canadian Oils and if you wish the price 
we were giving the Maple Leaf in 19456 we can get it for 
youe 
But on the L?th of August 1935 when this convract was 


> 


first made the Maple Leaf Petroleums Limited was marketing 
gasoline in the Province, was 4t? 


That is correct. 
And at that time it was marketing under a jobbing contract 


from Imperial? 
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I am not sure. They were operating their refinery 

at the time. 

I sees “ell, what I am anxious, about following the 
Chairman's queStion, were they a going concern 

doing business as a jobber when they made the arrange- 
ment with the U. F. 4.? 

PH CHAIRMAN: Or were they as a 

refinery disposing of their own goods? 

I will have to check into that. I believe at the time 
they were operating their own refinery and doing business 
as, not as a jobber, but as a refinery. 

In other words,. perhaps the arrangement with the Imperial 
for the 6 cent jobber's margin and the U. F. A. contract 
were @ll made at the same time? 

Yes, and Mr. vallace confirms that. 

That they were refining and marketing? 

Marketing as a refinery. 

With a certain number of bulk outlets of their own? 

Not as @ jobber. 

Not as a jobber? 

That is right. 

Then we may take it then that they were put, they were 
given the jobber's contract from the Imperial Oil at 

the same time they made the arrangement with the U. Fe de, 
is that the situation? 

NOe When we closed -~ 

THE CHAIRMAN: Not as I understand it. 
“hen we closed the refinery at Coutts then they of course 


became jobbers. 


Then for a time under the first contract, the 1955 - 36 
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contrect, the Maple Leaf was, as a party to this contract, 
was not an Imperial Oil jobber at ell? 

That is correct. 

and Some time later, the exact date you cannot give us, 
they became an Imperial Oil jobber? 

That is right. 

Approximately when was that, December 1936 I am told 

the Maple Leaf became an Imperial Oil jobber, now co ming 
just to one more point, the Maple Leaf Petroleums, what 
was the result of the oporations of Mavle Leaf Petroleums 
Limited in 1938? 

Peres tod a Loss’ of 031,025.57. 

Yes, and can it be said that the loss resulted from the 
arrangement they made with the U. F. A» being too onerous 
to themselves or what are your views about thet? 

“ell the real reason for the loss in my opinion is that 

the Imperial Oi], during the past years, have been reducing 
Marketing expenses at such a substantial rate that it has 
kept the Maple Leaf busy reducing costs as much as we have; 
our anticipation that the Maple Leaf would market at a 
lower cost per gallon than ourselves has been made very 
difficult because of the reduction in our marketing 
expenses and as we have reduced our marketing expenses we 
have reduced, of course, prices; now in last year the 
Maple Leaf, of course, the produets came invoiced to them 
and they took an inventory loss I believe of over 
10,000.00. Mr. “allace will give you particulars of that. 
Yes? 

They have also had to meet this allowance in Southern 
Alberta out of their margin and unfortunately for the 


Maple Leaf, they have quite a distribution in Southern 
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Alberta which is near the Montana border. 

They market right et Coutts, do they not? 

Yes, they do not have a very select area. 

No? 

But against that loss of $31,000 which the Maple 

Leaf incurred, the Imperial made the same wofit per 
gailon on that business as we did on our other jobbing 
business. 

Yes, that is all you want to say about that, is it? 

That is all. 

Mr. Halverson, might one ask why the Maple Leaf 
Petroleums, why the necessity for the Maple Leaf 
Petroleums, in other words when Mr. Brownlse approached 
you, I presume he knew he was dealing with the marketing 
director of Imperial Oil Limited, why didn't you just 
make your arrangements with him as Imperial Oil Limited, 
just give the U. F. 4. a jobber contract? 

“J@l11, I do not think the United Farmers of alberta at 
that time were very particularly interested in dealing 
direct with the Imperial Oil Limited; they liked to 

get the Maple Leaf brand, they liked to have an organia- 
ation of their own; we were able to make a better deal 
with them and incidentally it suited us better because 
we had an organization there that was rather a duplication, 
that in our opinion might become useful; if the United 
Farmers had gone ahead and Mr. Brownlee assured me at the 
time that financiel support would be forthcoming if it 
was necessary, it would have meant a great deal more 
duplication of facilities in this province and we thought 


that it looked like a mutual proposition at the time. 
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It is not worth carrying on I presume at an annual 
loss of 330,000.00? 

I anticipate that this year, from what Mr. “allace 
tells me, that they will make economies that will put 
us into black figures unless the unforeseen happens 
with the price structure. 

In 1932 you had to take over the Regal Petroleums 
Limited or the Regal Company? 

In 1935. 

In 1935, oh, I see, you acquired the two companies, 
the Maple Leaf before then or about the same time, 
the same year eecece. 

No, before, in 193l. 

You acquired the Maple Leaf in 1961? 

That is right. 

But it contined to operate as a refinor and marketer? 
Until 1936 

Until 1936 and then you closed the refinery and mado 
it a jobber? 

Yes. 

When you took over the Regal Company you just closed 
up those stations almost entirely, didn't you, those 
bulk stations in the country? 

We closed up practically, we leased five of the xzegal 


bulk stations to the Maple Leaf, and we operated one 


of them ourselves at Camrose. 
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How many were there altogether? 

There were three of them. 

When you took them over, I mean? 

There are three of them that we closed, but they have 

not been torn dow. The rest of them have been dismantled. 
Tell me about how many there were when you took over 

the company? 

I will see if I have that. 58. Now operated by the 
Imperial, 1; now operated by Maple Leaf, 5; dismantled 

and transferred to other stations or divisions, 49. 
Incidentally, the tankage came in handy. Closed but 

not moved, 3, 

Why didn't you do the same thing when you took over the 
Maple Leaf? There was a fine chance to eliminate all 
these Northern Qil stations that were cluttering up 

the country side? 

Our expericnce was, and I am speaking now from a certain 
amount of Bien can because you le arn as you go, when 

we take over an organization and close them up, you do not 


get value received because the busire ss dissipates to the 


four corners. 


yt 


Phat is why you had to maintain that Regal station at 


Jasper, on the corner of 14th Street? You fot 2 yor 


closed that up, you would lose that gallonage’ 


IT was sveaking of bulk stations, at the moment, because 


we close them. If we closed ali these service BCAULONE wel oisis-ote 


at least we salvage a great deal of it by continuing to 
overate them, a great many Regal service stations, And they 


will get better every yeate 


The bulk stations, you say, as & matter of policy, you 
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closed nearly all of them? 

Yes, we did not need two bulk stations in one tow. 

And I put the same qwestion to you, When you took over 

the Maple Leaf with its subsidiary company, the Northern 
Gils, which is for our present purpose about what it was} 
That is the reason I am answering your question, tmt is 
the reason we made the deal with the United Parmers. ‘fe 
cowld have carried on with the Manle Leaf and covld have 
used tnen to pursue price policies, and other policies 
whieh might have pickcd us-un some galionage, but I am 
definitely opposed to a »olicy such as that. If they 
overated on the sane policies as ourselves, I did not think 
they would get a great deal of gallonage, and therefore, 
the best way out, and I thought it was a good solution 

at the time, and T am still of that opinion, that it is 

not a bed solution, was that the United Farmers were not 
put tothe expense of putting in a distribution system. 
Well, that is of course always there as a compensating 
factor. I put it to you that the Fermers of alberta 

extent a preferred 


in the meantime have been getting to that 


vrice, because that is something that must not pe lost sight 


of, the patrons of the pusiness of tlie U. F. A. stations 


have, as a matter of fact been obtaining a lower end cost 
ant d 
for their vetroleum products? 


5 3% dividend. They would have probably gotten Pyit 
3 i : J 


they had gone ahead end spent the money and put in their 
own facilitiss. 

of, 
They would have got the same 3%? 
T»pChicve sO. 
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more from the other marketing companies. But you went 

ihto many towns where the imoerial Oil stations were tere, 
the Maple Leaf stations, and you perpetuated then through 
the instrumentality of the U. 2. Aeig, ONG TE put Lt VS vou 
you might have done what you did with the Regal, and 

closed them out? 

Ve closed the refinery at Coutts. But ve tried to 

Salvage as much as we ».ossibly could from the distribution 
system, morcly as a matter of good business. [f mean, 

we could go on closing things out, but es a matter a good 
business, we tried to salvage and usc the Ma le Leaf as a 
going concern to make it »ay its way, and I think it will. 
You did not get the Maple Leaf wished on you for a bad debt? 
You went out and sought the tiaple Leaf and bought it out 
and took it over? 


We bought it for 4,289,000.00, because we principally wanted 


the Coutts refinery. 
There was the Coutts refinery, but why did you perpetuate 


these Northern Oil stations. ‘hen you go into a town and 


find an Imperial Oil and a Northern Qil, the result af 
that was that you perpetuated the duplication in all of 
those points whsre there were Northe m Oil stations? 
The chances are that if we had not made that arrangement 


with the United Farmers, there would be that sane dunli- 


cation there today. 


IT know, that is what you say, and your spcculation is worth 


a ereat deal more than “ine. You say the U. *. A. would 
have gone ahead and built an orcanization which nov exists, 


and the U. =. A. operate 54 in their ovn uamo, and the 
Ww e 4. @ e * 


; } hel ; me? 
Maple Leaf operate 57 in their own na 
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A They undoubtedly would. 
C. That is all, thank you. I think everything else I want 
to discuss with the i:aple Leaf we can do that with 


Mr. ‘“allace. 


THe CHATRAAN : ny guestions, Mr. Davidson? 
WA. DaVidsel: No, iliy Lords 

Hy vd t No, thank you, My Lord. 

TH CiHATAMAN: ALL Ue te) (ew a eens 


tomorrow morning, and Mr. Flotkins, you will give thought 


Te Now you car shorten the matter up? 


Pe oe Yes. 
THE CHATRMAN: And not unnecessarily 


cover the same ground. 


(At this stage the Hearing was adjourned till 10:30 a. m., 
June. 24th, 1959) 
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ALFRGD &. HALVERSON, 
having been recalled, exasiined by iir. Plotkins said: 
MAJOR LIPSETT: ir. Halverson, there is 
just one question I want to ask you, you told ua all 
about the Maple Leaf yesterfay afternoon? 

Yes. 

Is that the only subsidiary of the Imperial engaged in 
distribution? 

In the Province of Alberta. 

In Alberta? 

Yes, thet is correct. 

WRe FRAWLEY: Mire Chairnan, it was ar- 
ranged last night that this session was to be devoted 

to lire. Plotkins' crosas*examination of ir. Halverson end 
only that but iir. Harvic advised me this morning that 
his people, the British american officials, were here 
from Toronto and desired to ask i:ir. Halverson sone 
questions. They srs at the hotel now working oh the 
questions and they would like very much when lirs Plot- 
kins has finished his examination, if they would be per- 
mitted then to ¢onduct some examination of i:r. Halverson. 
I told itv. Harvie “s you had advised iir. Plotkins that 
the Commission would rise at 4 o'clock in any event and 
certainly before that if iir. Plotkins had finished but I 
merely desired to put that before you. 

THE CHAIRMAN: : Iwas just giving ur. 
Plotkins ample time. I do not see how, having regard to 
the field which he has already covered and what you 
covered yesterday, he can possibly take until 4 o'clock 


without wasting time and that I am sure he does not wish 
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or int ena to do. 

MR. FRAWLEY; | No. I would like Mr. 
Plotkins to have that in mind, that lr. Halverson 

still desires certainly to go tonight but the British 
american Company officials would like to ask him a 

few questions, before he goes. For my part I would like 
to get it Bae ins 

THE CHAIRMAN: I do not anticipate that 
Myre Plotkins is going to be in any sense an obstruction- 
ist. He is hoping to assist this Commission and will do 
it as briefly as hea can. 

MR. PLOTKINS: I am going to try and cut 
out as much as eae I have eliminated a lot of questions 
which are perhaps of minor importance. 

THE CHALRLIAN: | Thank you. 

Q MR. PLOTKINS: The first question I want 
to ask you, Mr. Halverson, is not the average jobber 
spread at the present time in Oklahoma 2% cents a wine 
gallon? | 

4 I am not familiar with that but Dr. Fry when he comes to 


give evidence can speak with authority on American con- 


ditions. 
Q Well you do not know anything about the spread in that 
} 
case? | 
4 I am not any authority on it. JI cannot speak with auth- 


ority but Dr. Fry tindoubtedly can. . 

Q But do you not ancahooue in your marketing operations to 
benefit or pattern yourselves on the American experience 
under similar conditions as we have here? 


A We endeavour to meet conditions as they exist in Canada 


to the best of our ability. 
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Q Would you say that 2% cents represents the fair spread 
as it exists in the United States, jobbers! spread? 

F) Not being familier with conditions down there I woula 
not care to make any comments on it. 

Q To olarify this service stetion situation I am going to 
be compelled to ask you a couple of questions on as-= 
Bumptions but it is only for the purpose of clarifying 
the situation, assuming the competition of independent 
refineries and marketing companies compels your company 
after due considerasion to reduce tank waggon prices at 
Calgary for Star to 143 cents, that is not a very wild 
assumption, is it, under present conditions with two 
refineries building cracking plants? 

A Well I am almost sure that a reduction of 2 cents per 
gallon in our posted price in this Province will put us 
into red figures no matter what economies we try to put 
into effect. 

Q And a price of 14% cents for é-Star leaves you only a 3 
cent marketing spread instead of your present 5 cent 
spread, how would you proceed to reduce your marketing 
costs at present, which I understand is 4.28 per gallon, 


is that right? 


& No, the direct costs of service stations is 1.51 per 


gallon. 


Q what is your total marketing cost chergeable to service 


station sales? 
1.51 and of course it has to bear its share of allocated 
charges. 


Q Yes? 
A That is office staff, supervision, the same as the com- 
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mission stations do. Our total marketing expense, as I 
have already pointed out, is 4.02 per gallon, that is 
all products but deducting eliminated gallonage which 
moves. direct fron the relinery, Lt tevocue. 

3692? 

Yes. 

50 that you have at the present time 3.92 direct market- 
ing costs chargeable to your service stations? 

That is over-all marketing service station costs, all 
products,including lubricating oils. 

Yes, and it does not include the profits? 

That is the marketing expense, there is no profit in it. 
So if the conditions, as I asked you to assume, came into 
existence where you were compelled to reduce your tank 
waggon price to 144 cents per gellon and everything else 
was equal, that is the crude prices did not change, how 
would you proceed to meet the competition, how would you 
go about to make your operations still profitable under 

a 3 cent margin? 

«OLl there are points at which you cannot make it profit- 
able. <A point would be reached in the tank waggon market 
where you could not make it profitable and you are assum- 
ing we would go about aaking it profitable. It is quite 
possible it could not be done. 

Is it not a fair assumption that you would attempt to 
meet competition and still carry on business? 

Well I have elready pointed out that we nust Maintain a 
fair percentage of the volume in order to reduce costs 

We expect to be in business, we have hopes of 


over-all. 
being in business several years from now in :lberta and 
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we have to meet conditions as they arise to the best of 
Our ability. 

Well Mre Halverson would you not be forced to actually 
consolidate your retail business in fewer stations so as 
to reduce marketing costs. 

I have already covered in the brief that if you reduce 
your direct expenses on service stations by 10% and in 
the process of so doing you lose 10% of your gallonage, 
your over-all cost for marketing gcos up bec&use your 
general expense has then to be carried by a smaller di- 
visor. 

Yes, but Mr. Halverson, in the experience which you have 
related to the Commission with respect to bulk stations, 
you have been able to make a saving, a considerable sav- 
ing in the last few years over the previous marketing 
costs and you have told us that you closed 200 or some, 
100 and some stations, would that saving be due greatly 
to the closing of those stations, would it be due greatly 


to the closing of those stations? 


At the time we closed those bulk stations our marketing 


costs went up. 

Your marketing costs went up for the time being? 

Yes, at that time, because our divisor went down but the 
reduction in costs that I have referred to has been made 
in the last two years principally during which we have 


closed very few bulk stations. 


What in your opinion brought about those reductions in 


your marketing expenses? 
Marketing efficiency in every little detail, watching 


every cent, a dollar here and « dollar there added to- 
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gether plus increased volume and volume is important. 
Our volume last year went up 17% and if by efficiency 
you can conduct your business at the same rose ex 
pense as you did the year before and get a volume in 
crease of 17% why it means a substantial reduction in 
your marketing costs per gullon end that is our ob- 
jyectivwa, is to carry on with no increase in our gross 
expense and endeavour to share in the increased con« 
sumption of the Province to get an increased divisor 
which automatically reduces the oost per gallon. 

In 1937 wes there a substantial increase over 1936? 
There was an increase. 

Was it substantially the same as 1968? 

I have not the figures on that but there was an increase, 
I know that. 

A slight increase? 

I think it was quite e substantial increase. 

So that your opinion is that you would not meet this as-« 
sumed competition by reducing stations, you would carry 
on your present operations and endeavour to meet it by 
some other methods. 

I have already stated that we do not consider 284 bulk 
stations in this Province a fixed number for all time , 
and I make the same statement in regard to our number of 


service stations; we do not regard our 69 service stations 


as being a fixed number. If we come to the conclusion 


that we can save money by closing some of them we will do 


80. However, our present opinion is that we are not 


going to heave any more and during the past, since 1951, 


we have only built three. 
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Q But the fact remains, iir. Halverson, that the only 
reason you can maintain your present number of service 
stations is becxuse you are still able to collect or 


to sell on a basis of 163 cents for 3-Star, f.o.b. 


Calgary? 
A Not necessarily. 
Q Now referring to independent marketers, you say that 


certain types, in fact our company for instance, we will 
take it as an example of an independent marketer, are 
cutting prices when they sell independent gasoline for 
14% cents per gallon to a Calgary station as against your 
100% dealer at 15% cents, is that not what you maintain, 
that we are cutting your price? 

i We do not maintain or state that you are cutting the price. 
It is your privilege to sell at any price you like. I am 
merely stating you are selling at 1 cent a gallon less 
than we are. 

Q Yes, now is that a fact, that we are selling at 1 cent a 
gallon less than you are, when you consider all the sit- 
uation, the fact that you provide stations, provide ad~ 
ministration, provide e lot of things to your tenant 
service station operators which we do not provide? 


A It seems to me we went over that for two or three hours 


the other day. 


THL CHAIRMAN: Yes, I think we covered 


thet. 


G wRe PLOTKINS: So that in effect when you 


put in a competitive discount or give special prices to 
meet what you term our competition of cut prices, to 
meet our competition, when actually all we are doing is 


meeting your competition, is it not then that, instead 
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of being your system of servine station prices and dis- 
counts and allowances, it puts you in the position of 
being on the offensive and not on the defensive when it 
comes to meeting competition? 

You just called to my attention and you were approxine- 
ately correct that our percentage of the volume in 
Alberta went down last year, which does not indicate 
that we are on the offensive. 

You can lose gallonage by refusing to meet competition 
openly by a general cut in price, you still lose gal- 
lonage, in other words, you can carry on whatever gal- 
lonage you have now at an increased profit ower meet- 
ing a general competition, can you not, by just cutting 
it lower? 

EF did not quite follow that. 

Beg pardon? 

I did not quite follow that. 

Now when you are faced with a situation, as you are to- 
day, in Alberta with a number of independent dealers and 
marketers, refineries, selling at prices below your 
established tank waggon price and you have to judge or 
weigh how much better it will be or how much more 
profitable it will be to continue your present tank wag- 


gon prices and only yield where necessary instead of 


recognizing the situation, and it may not be bad enough 


for you to recognize it, 80 as to apply a general red- 


uction in prices, would it not seem reasonable that while 


you would go down in gallonage as to position, you would 


still sell what you do sell at the greatest possible 


profit? 
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d\ I will be quite glad to restate our entire position on 
that if it is considered necessary. I have stated it 
as fully and as completely on at least three occasions 


as I possibiy could but I will be glad to restate it. 


(Go to number 9862) 
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A. E. Halverson 


THE CHAIRMAN: what point: are you making, 
Mr. Plotkins?  &sking questions is of no value if we 

do not get the purport of your) question) atilesstiit is 
of no value to us unless we know what points you are 
making. 

MR. PLOTKINS: You see, Mr. Chairman, 
when we go to a particular dealer we endeavor to find 
the price that we must sell him at to put him in a 
competitive position with the Imperial Oil dealer or 
agent if it happens to be a dealer, that we want to 

put him in a position to go out and resell to the 

farmer and he is going to compete with the Imperial 

Oil agent. It is true that the Imperial Oil agent 

only has @ cents marketing agency discount or commission 
but on top of the two cents the Imperial provides bulk 
plants, provides insurance, provides selling assistance, 
provides stationery, in other words provides all the 
overhead and the agent is not called upon to carry 

any stock or take any chance on the market or any of 
those chances that the ardinary merchant has to take, 

so that when we go to that dealer and weigh the values 

of what the Imperial supplies to their agents free and 
evaluate it at 1 cent or lz cents as the evidence has 
@isclosed and we proceed to take the tank, the local 
tank wagon and give the dealer a commission sufficient 
to put him on exactly the same basis that the agent of 
the Imperial Oil is, that results in a lower price than 
the official tank wagon. 

THE CHAIRMAN: - Mow all right, that is 
ali right, and you are perfectly at liberty to come here, 


es you will, and point that out to us under oath or show 
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Halverson 


wherein it is improper for the Imperial to assert that 
they are meeting competition, that is open to you to 

Show but there is not, you have extracted from this 
witness, or Mr. Frawley has, everythin: that he in fect 
does about that and it is open to you either in argument 
or aS a witness, to put your side of it forward but you 
Cannot expect to get your side out of the mouth of the 
witness in the box who does not share your view. You 
can have your own field day. He has said several 

times all that he does. 

MR. PLOTKINS: Yes, but wir. Chairman, 

he said end he continues to repeat it, that their system 
is not offensive, while actually in a wey it does -- 

THER CHAIRMAN: All right, but Li your ask 
him twenty times more and he says the same thing, still 
we are no wiser and we will heer you, that is the point. 
THE WITNESS: There is one point, Your 
Lordship, which I would like to clarify in case I have 
not already done so. Mr. ©lotkins is in error in the 
opinion, in the statement he makes because regardless of 
what discounts he may or may not give his dealers, regard- 
Less of what commissions “6 may or may not give our agents, 
the fact remains that the price at which the Lion Oil 
Company is selling to the farmers is less than the price 
we are selling to the farmers; now that is the ossential 
thing eee that is the thing which you have evaded in your 
question and we have invoices galore to prove thate ow 
we have no objection to your Going so but when the farmer 
himself is buying through your method of distribution, 


whatever it may be, at considerably less than our prices 
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Halverson 


we have to take note af it. We have no quarrel with 
your system of distribution. “ie merely state that 
the farmer is buying your product at less than our 
posted market, at a good deal less, which is your 
privilege but when sufficient inroads ere made into 
our gallonege, we have no other recourse but to 
endeavor to maintain some of our gallonage and when 
Mr. Plotkins gives evidence why undoubtedly you can 
get all his prices and it will not be up to me to 
waste the time of the Royal Commission producing 
invoices to support what I have said. 

MR. PLOTKINS: No, but Mr. Halverson 

I would Like to deal with the principle because after 
@l1l there is only a difference between your system of 
tfarketing and our system of marketing in the principlos 
which you apply at the base; in other words will you 
dispute our contention, my contention, that basically 
at Calgary or at any of our distributing points, that 
our price is identical with yours to our desler or to 
the tank wagon purchaser. 

THE CHALZMAR: Then you come back to 
the question of the definition of e degler and so on. 
We heve been all over it. You see, Nr. Plotkins, Ff 
do not want you to confuse cross~examination with the 
giving of evidence. When you get a witness 4nd you 
have had his answer on the point, “end 2 say this ie 
the most friendly way, - you get his answer, it may be 
against you you see and you think it is wrong, well you 
have every opportunity to come in anc show us where it 


is wrong with yuur own witnesses but you will not show 
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us it is wrong by having him repeat that it is wrong 
five or six times, all right, as the case may be, 
whatever your examination may be, repetition accomplishes 
nothing. 

MR. PLOTKINS: You say it is up to me 
to come here and show the facts as I see them? 

THE CHAIRMAN: 4S you see them once you 
have extracted the other point of view and you differ 
with it, cither yourself or by someone else you give 
evidence to show that the contrary is right, that is 
the method of approach which will, the only method 
which will serve to bring any conviction to our minds; 
merely hammering at a witness to get him to repeat the 


same thing will not. 


MR. PLOTKINS: Yes, I guite realize 
that. 
MR. PLOTKINS: Is there some commercial 


concern in Canada that has an arrangement with your 
Gonpany to give their salesmen a fleet discount 
card so that they are eble to buy anywhere in Alberta 
at a reduced price over regular retail prices? 

we have no such eee. 


MR. FRALEY: “hat was the word, did 


you say free cards? 


MR. FLOTKINS: Fleet cards. 
Mite Fra’ Lay: I Sece 
VITNSSS: I gave in evidence yesterday 


the only tvo consumers in Alberta who are getting speclal 


prices below the undivided dealer's prices, that is the 


¢ 
ot tee 
ele 
+ 


‘a 

ieee) 

poe ape 
* D 

sea ress 

e 


ae 
~ s et 
. = 


Ste, oes 
oo: 

pa st 
hs or 
og 


ae 


~ 7 
mo 
oes 


Z “ =, 
oF tes : 
cae seat 

e os . 
eee o oa 


fies 


7 ae 
ae 
e 
er 
tise 4 
o. - 
os wee -- 
Fevemd 
ca 
K 
te 


a) 


= 


+ 


; 
oy 3 
== ' be 
lathe iN 
~ 


Cnt. ~ 9866 + 
8 
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Greyhound Bus Line and the Hudson's Bay Fur Trading 
Dopartment. There are no others, fleet owners, national 


or otherwise. 


ae) 


No national concern for instance from Toronto which can 
Send their salesmen into this province and work and get, 
on the presentation of a card, a special retail price? 
Fy That is correct, there are none. 


Now with regard to the Maple Leef Oil, at the time your 


Q 


company purchased the Northern Oils Limited bulk plant, 
you were not short of bulk plant facilities, were you? 

a 4s I explained yesterday, our prime purpose in accuiring 

the Meple Leaf weas to secure the Coutts pefinery. 

To secure the Coutts refinery? 

Yes, the Maple Leaf. 

Yes, but the Northern Cils I am talking about? 

The Northern Oils? 


Yese 


re DD & © & © 


tell when the Maple Leaf, when we acquired them, we 

lost as I said yesterday, quite a bit of volume because 

a good deal of their business was on a special price 

arrangement basis that we were not willing to continue 

and that, of course, meant loss of gallonage to us when 
we were not willing to continue those special deals; 

therefore, in looking about for other outlets the lorthern 
Oils owed the Maple Leaf, not the old iveple Leaf but the 

new Maple Leef, about yoo y000200; they also owed a 

great desl of money to the old iaple Leaf and many others. 
Ye could either foreclose or take them over as @ going 

concerne 


q You mean the Northern Oils? 
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The Northern Oils, yes. They were in a solvent 
position and the ruthless course to have pursued and 
perhaps the wisest course, in lieu of subsequent 
developments, would have been to foreclose but instead 
of that we tried to take them over as @ going concern 
end paid 40 cents on the dollar and accepted 40 cents 
on the dollar ourselves. Now whether it was good 
business or bad business, that was the basis on which 
we took BAG the Northern Oils and today it is part 

of the Maple Leaf distribution system and the U. fF. fe 


hook-up. 


( Go to page 9868 ) 
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But, Mr. Halverson, you say that beeause there was 
some business going out at cut prices, or some lower 
prices than the regular prices that prevailed at that 
time, you aequired the Northern Oils, in order to get 
some of their business? 

Not the cut-price business, no. ‘We wanted to get some 
clean business. 


Didn't you have enough bulk stations of your own and. 


distributing facilities of your ow to get the business? 
It was only natural, having accuired the ilaple Leaf as 

a business concern, that we tried to make the thing a 
success. 

The Northern Oil stations were all located, if I 
remember right, without exception, in the Northern part 
OL Ataeuorow ine ¢/? 

Tits CHATRMAN? Probably this ae been said, but if so, 

T have missed the connection. Is there any connection 


between the Northern Oils and the Maple Leaf at the 


time of your accuisition of one or the other® 

“Te first acguired the ilapnle Leaf. 

Yes? 

/tanle Leaf supplied the Northern Oils 


as a customer. The former i.aple Leaf had been suoplying 


them also. 
The Northern Oils was an entirely separate entity from 


the Kaple Leaf? 


Sntirely. . 
The Manle Leaf had been supplyins them with oil, they 


2) Bad AY . 2 
were a distributing com»any, the Northerm Oils‘ 


Wes; sir. 
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Q And the Maple Leaf Refinery had been Supplying them 
with their products? 

A That is correct. 
4nd then you took over the Maple Leaf and you set up 
& new company which you called the new kaple Leaf? 


A. Taat sis: coirrect. 


LD) 


And then that new Mavle Leaf continued to Supply the 


Northern Oils? 

A That is correct, 

Q And the Northern Oils were in your debt, and you 
eventually took them over at 40¢ on the dollar? 

A Yes, sir. 
Accepting that amount on the debt to yourselves? 

A Yes, sir. 
And then you continued the two comranies? You merged 
their operations? 

A Eventually. For a while the Northern Oils continued 
as the Northern Oils. And then eventually tney were 


taken over completely and absorbed into the Maple Leaf 


Gistribution system. 


You will excuse me? I just wanted to understand that 


Q 
connection. 

Q MR. FRAVLEY: I an just wondering whether Northern Oils 
had not been under a lien agreement to the old Lanle Leaf 
Company before you acquired it at all? 

A As T recollect, they were. 

3) Yes? 


A T will look that up. 


In other words, the Northern Oils had become involved, 


with the old Maple Leaf before your people took it over? 


pe) : ie 
aoe : TORR 
ee As < . 62 : 
af x 
° 
‘ = : ae = oe 3 : y : ‘ ae 
: cite : 7 L = 5 - a : 
‘ . < * , pis ~. on aa 
2 . 4 eu ‘ . ha st +) ‘ € 
y 4 k at ind io > > ' 
3 Fa ~ 4 a oh 
cane ; ; ra - : BS re: som ? : 
: x ‘ 7 bi : ie , 
; . a oS Le er : F: 
ie 4 i i or : of 
<p 5 A 5 ie - : e 
* ‘1 * r 2 ro, . we 2 Es 5 
* ie : = : i ¢ , = ; pe 
: : a7 : ° . Siu 3 3 : a = o 
+ be “iz = . = ct be ins 
im “ Je ‘ 2 Z ws . “ e : - 
F P : wee =: ° : 3 i : 
3 Pg 4 * on Ff a oe “ if 
% = . : oe = “ts ‘ = conn 
: t eo 3 : , : ; 
% tae ee ? . : 
oe zi - = 2 en oe ue Ai “! 
a ne S , P ~ . 
1 a S faa 7 + 5 5 
4 : : a = ai ee 0% a " 
m4 ¥: 2 ? a ; os : ; ‘ 
=: : ) oe ye a = 
@ hue fae z ' p wgpsisy 
° sg ; C z . 
vo : 5 re ¥ : 
: wheat 3 oa 
E s = : of ¢ a. ee . 
i * a - ’ 
: } »~ iad bd : = : 
rr we - Ls 
f é s ; 
wes ic 4 - & 
2 ean 7a i - sae 
2 ¥ Ao iS . » * 
a ‘ te. Bh rs ‘ an 
as = ve. oh = ee . nd S ae 
se : ‘ . . 
. A os nS te : ‘ e :) 
. . a, ee . ‘ I: oy 
: a 3 * oe 
2G : , ‘ : cae , 
: eed = cae Soe : . 
ref . Peo = . A i 
an s . , oo “ . : 
‘ iret ; = : shes ‘ 
en g r Ax: q die: 
e : oe * be eal 9 
2) 2 = ie 
= ae , , * 
eee oe : Fi ' ie . 
i : aon wed! q a : , : 
(a o ; <= 3 a: . 
a ; - ae : . : 
~ ie t— me's ; 
sags We a rege = 2 > 
nt i ‘ se a : E 
ve ae = ae 
Ses me ‘ 4 
¢ Nv =i a 
of. = E. . : « 
+ : r ." t ea sa =e 
te : me Has = : ol : 
anf ; ; a i. ; 4 
25 car we ‘ . . 
aie} we no os : 
nee See we ; 
te - ca 
eae ae a * ; ‘ 
Ss ‘ aa ? ay : 
ee bya fet w is . 
y Was = Ww > 
- - * Z . 
- - “s . . 
-i . SoS - 
rg tes = 
wes es: 
shez “e . = a x 
: , a 
2 Re + a . 4 
3 


tet? = Noy is 


A. E, Halverson 


A Very badly involvea, 


9) Under a lien agreement? 

ds Under a lien asreenent, 

. 

Q And when you took over the hia le Leaf, you tool over, 


for all practical purposes, the Northern Oils with it? 

A Mr. Davidson, the solicitor for the Maple Leaf, would 
be more Cualified to deal with that than I am. 

Q There is a further complication. Mr. Davidson points out 
the lien agreement had been assigned to a third party. 
Ferhaps it would olarify it if Mr. Davidson mde a 
statement about that, because I think it is important 
to clear up the relationship between the Northei‘n Oils 


and the l.aple Leaf, both the old and the new? 
UR. PLOTKI’S : Yes, and the question 


iy 


Of Goae conc rect With the U.S. Ae ws anvil ved, 


MR. DAVIDSON: I think it was in Aprid,)19Sh. 
that the old Maple Leaf...,.....I think it might clarify 


thines if we referred to these companies by their proper 
names. The old company was the Naple Leaf Oil & Refining 


Company Limited, andthe mew company that took it ver 


was the MaPle Leaf fetrolevms Limited. That is the company 
that is still operating. In ADELA TSS2 the Maple Lear 
Oil @ Refining Com-any Limited sold its bulk stations to 
Northern Oils, sold the stations under lien agreement and 
contract to supply those stations. shortly 


entered into a 


rreen e igned, the vendor's 
afterward, thet lien agreement was assigned, 


: : ve 
interest in that lien agreement was assigned to the ‘estern 


‘dnneavnolis to partly secure 4 debt. Later 


+ 


Oi end Fuel of: 


on that lien was paid off, and the stations became the 


property of the Northem Oils, so that they could be 
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turned over at the time of the @mpromise that Mr, 
Halverson has spoken of, That lien was paid in full 
oecause it was a first charge. It was a secured Claim, 
It was not compromised. 

Tas OU.AT RUAN: It was paid by the 

Mean he eer, was 11? 

Ua eV ESOT No, they were the vendors, 
it was naid by the Northern Oilse. 


Mm) CAATRAAN : The Northsrn Oils owed 


Some people in the Unitsd States? 


ie LAVIDSUM : YOSu 
Tit CHal RAN : ho paid the people in 


wie United “ststes? 


MR. DAVIDSON: The Northern Oils really, 
IT would say, out of the moneys supolied at the time the 


other debts were conmcromised. — 


THe CHAIRMAN: T mean, there is no secret 


about it, I suppose; money supplied by the Imperial? 
MR; DAVIESO™: Yes, 


Yes, that is correcte 


THe CALAN AM : Nothing wrong in that. 


That is correct, to hy “nowlsdge, at least» 


Mea WRAVLEY? ‘hat was the relationship 


wh De ed ee 


between the Imperial and the Northern whereby the Imperial 


. ae 
was paying the money to the Northern: 


mie (One TAA yi Tnoerial was taking over 
Pos One DEAN: The Ime 


the i:aple Leaf. 
The relationship between the Imperial and the Northern is 
iS 7 a at 


that the Imperial took over the Northern. 
eR. DAVIDSON: Previous by acquiring the 
eave tors Din WU Ls 
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Shares in the Northern, 
Tats aoe) nas iT SN e ; i - + | 
Wit Hie bony, 2 4nd nutting up the money 


to pay the people in kiinneapolis. 

The secured creditors had to be ald. 

ii. Clara 4N:; You have heard Mr. Davidson's statenent, 
tnat eppears to you to be correct, does it? 

Yes. 

If so, we may take it as evidence? 

Yes, Sir, 

hing £LOTRI"S: Now, at the time you accuired the Northern 
Cils, you say that they were honelessly involved? 

Tt would seem they were from the records. 

Tron the records? 

They owed money to the old Maple Leaf. They owed money 


tO “te Nev taple Leet that they coudd not pay. Thewivenre 
under a lien asreement which they covld not make payiients 
on, and my information is that they were badly involved, 
Can: you tell us the price that you paid for the shares 

of) Northern Oils? 

»40,000.00. 

To iy. Mackenzie? 

To Mr. Maecsenzie, end srobably im zlfon. But at least 
Mr. t:acKenzie. 

You vaid that 40,000.00 for the shares? 

That. 1S: COrrcect. | 

How much wos the equity af Morthern Oils in its »ronertics 


as they were hovelsssly involved? 


T do not recall just how mary st 


ote 


fetions they nad, how any 
bulk stotions. 2 persorally did nov handle the deal. ‘It 
was handled by the late Victor Ross, who had charge of the 


financial end of our commany at tho tine 
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MR, COMMISSIONER LIPSRTT: That was for Northern Oils, 

Mr. Halversor, was it? 

Northern Oils Limited. 

Trat %40,00C 00 was 

40,00C.CO bought up the conmon stocks. 

In Northern Oils? 

poet Ve correct. 

Mi. LOTKINGS: And the Maple Leaf was not going to gain 

any additional business by purchasing Northern Oils, 

being as they were already under cotract, the Northern 

Gils was already under contract to purchase its requir €= 
ments, total requirements, from the Maple Leaf Oil & 
Refining Company or its successors? 

There was no = as [I recall it - there was no assurance 

that we would continue to supply them. In the second place, 
if we did keen on suyonlying them, we were giving the products 


away because they were not paying for then. 


And yet, with an insolvent company, you went and paid 


40,000.00 for ‘the shares’? 


well, as i said before, in’ the light of subsequent 
developments, perhaps we were not such very good business 


men. 7 am not saying we were very astute about it, but 


that is what we did. 


Ts it customary for the Imperial Oil to maxe these kind 


bs + r ine : ° 
of deals where they pay money for pankrupt companies 


Lé i think 
MAR. NOLEN: Mr. Chairman, I thi 


we oe 2S en objectionable question. 


tT can answer that by saying, as T said already before, 


that the i:e:le Leaf is ths only comvnany in whiocn we are - 


in Alber in which w Lrectly of 
marketing company in Alberta in Which we are dir y 
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indirectly interested at the >resent time. So that 
Should answer y:ur question. | 

Q MR. PLOTST S: “Yas not the Northern Oils at the tine of 
your purchase in possession of a contract between the 
NoGunern Oris eng the U. Fo x, Purchasing Pool? | 

A It is quite vossible. Probably that was ons reason we 
wanted to acquire it. 


That was the main reason for acquiring them, I would suggest? 


o 

A ft would be glad to accent that as being SO. 

Q That would make the comoeny worth .40,000.00 to you, even 
tTHOUgh it was in an insolvent condition? 

A ‘Ye acquired the Northern Oils in order to sell our products 


and collect the inoney. 


) So that already in 1931 you felt that a contract....... 


A Poe Set 


“ell in 1932 you had reasons to value the contract between 


Q 
treeu. @. AS ena the’ Northern Cils consideravky? 
A That is soorrect. Because yesterday I exolained it was in 


1932 that we appeared at Regina at the Investigation, 


principally called because we were not supposed to be 


sympatnetic to the Co-Operatives. So perhaps we had a 


chen-e of heart. 


Q Did you have to vay ~40,000.00..++ereeeces 


TI? CHAIRMAN: There was pressure being 
FE bigs L4 lirt ay 


Drowens to bear on you? 


-o do the right thing. 


A Vie were trying 
CG eek ot. BY paying, the 340,000.00 for that stock, 


did you in fact acquire the contract between the U. fF. A. 


a 


and the Northern? 
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MR. DAVIDSON: | There was no contract 

at that time between the U, J. 4. and the Northern, ‘That 
was not made until 1935. | ; 

MR. PLOTKINS: Not between toi Hoenn Oak 
but between the Northern OF Eons) elalen dlls! 

MR. DAVIDSON; You may be confusing it. 
The Aloerta Cil Consumers, they are not the U. Bl Be 
Mey never had anything to do with the U. F, #. ie 

FT am glad Mr. Davidson brovght that up. EF took that. for 
granted.The contract at the time was with the Alverta 

Oil Consumer, and not the United Farmers of Alberta, 

The first contrect we had with the United Farmers of 
Alberta was the one I filed yesterday, in 1936, was it? 
MR. ALLAC#: Los5.. 


1935. 


MR. PLOTRI™NS: The Alberta O11 Consumers was an oreaniza- 


tion that was sun» lying various U. F, A. Locals? 
I do not know whether they were U. F. A. or not, but 
they were local co-oneratives. 


Local Co-Operatives in Alberta? 


Ye@Se 


Ana if you had acquired these Aloerta Consumers, 


what is the name? 


MR, DAVIDSON: Alberta Oil Consumers. 


WR. FLOTKINS: The Alberta Oil Consumers’ contract,you 
would IMve felt tht 40,000.09 was a fair price to 


pay for that stock? 
Well, our people at the time who handled the deal ust 
, | 


nave thought it was a pretty fair price, or they would 


not have paid it. I misht say, because there is nothing 


2 Pac, 
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to conceal about the Crandactien: that the contract 

after the sale to us, was assigned to a new company 
formed by one of the oil men in Alberta here. 

So that in the end you did not get the cotract 

and you still paid your p40 ,000,00? 7 

That is right. And that is why, eventually, we tried 

to work out the best way we knew how to salvage the 
investment. 

the Imperial bought the Northem Oils Limited stocks, 
dian’ t they? 

They 18 Correct. 

And they assumed all the obligations, assumed the obliga- 
tion to pay all the debts of the Northern (Oils? 

At the time, we had one of two choices. We could either 
foreclose, or we could make a compromise settlement, whieh 
the Maple Leaf itself was willing to accent. TF the 
ereditors in common with the ktaple Leaf were not willing 
to accept 40¢ on the dollar, that 1s, except the secured 

| gone ahead with it. i/e would 


ereditors, we would not have 


have foreclosed. But seeinz that the creditors were willing 


to accept 40¢ on the dollar, and they were, I think, very 
wise in doing so, then we went ahead and bought it. 

Who did you purchase the Northern Gils from’ 

I believe it was lir. George lachenzie and Mir. Alford. 

Va. Pocwury: Just to keep Une record clear, you do not 
mean you would have been required to foreclose The 


Northern Oils. You would have forced the Company into 


bankruptcy, forced yourselves into bankruptcy? 


Yes, that is right. 
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q MR. sLOTKINS: You acquired the eomsany frouixr,. George 
MacKenzie, and Mr. 7. L. Alford? 
A To the best of my recollection, 


Q At that time did you agree to vay the debts of the 
com-any 100%, or possibly you did not, I do not know? 

A I have already answered that. 
MR. DAVIDSON: Can I eye eee It way 
straignten up the matter, In buying common shares of a 
cOm-any, you do not assume anything. You just become 


@ Shareholder. There is no question of assuming anything. 


Q WR. VPLOTKI™S: Woes there any private agreement to assume 
so as not to blacken the name of the pnrevious owner? 
A None whatever. 


Q 1935 was the first contract the Manle Leaf had with 
the U. Pe Ay? 
& Yes. 
Q When you made the contract and the agreemermt with then, 


did they have any resources with which to built their own 


distributing plant? 


A We were told by Mr. Brownlee at the time that he could 


secure adequate financial support, and a man of his 


standing, we cssumed with what he said, that he could. 


q You did not investigate? 
- @id not investisate his affairs. 
@ Or the affairs of thse U.F.&- what you were going to buy, 


Ni Dra pate 
or thoy were to handle your goods, not kr. Srarnles? 


A Tan would have been no point in doing Lag 


° i Fis oe ee! 
THs CHATRI.AN : As he explained, Mr. Brownleé's 


statement was that they would be able to finence their owm 


distribution system if tne Imperial would not meet their terms, 
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as I understand the Witness, and he accepted lir, oes 
words that the financiers would back then, 

I had good reason at that time to accect the statement. 

VR. PLOTKINS: Whe you made the contract, was it provided 
for in th e-agreement that they would erect their own 
distributing facilities and equip them? 

Everything is in the emtract. We are tabling the contract 
and there were no arrangements, implied or otherwise, 
outside of the contract. 

Does the contract provide for your company.sedseces 

TH CHATRMAN;: It speaks for itself... 
Haven't) yous got, it? 

I stated yesterday, the Maple Leaf will finance the ereotion 
of under-ground tankage, repayable in six months, and if 
the contract terminates, the balance payable forthwith. 

THE CHAIRMAN: If it ever becomes, important, 
you will remember, Mr. Frawley, that we have not copies 

of this. 

MR. FRANVLEY: No. Mr. Wallace is taking 
copies over ths week-end, as I understand. 

T am sorry we haven't them now. 


Te CrHALTRMAN : That is cuite eid. rignt. 


MR. DLOTKINS: There is one point I wish to clear up. 

I see the contract mentions it. “The U. F, A.. Central 
Organization does not own all the plants that iho teat 
Co-Operatives use in distributing petroleum products? 
That is correct, according to my under standing. — 

There arc Quite anumber of these plants owned by the 


local Co-Operative Organizations*® 


Thet is my understanding. 
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They are under no obligation to ourchase fiom the 
Central Organization? 

The Central Organization will be more G@ualified to 
answer that question than I am, 


Did you not assutle yourself at the time, or did the 


Maple Leaf not assure themselves at the time as to the 


position between ths U. i. A, Central Organization and 
their local distributors? 

If any of these Local Organizations wanted to break 

ayvay from the Central Organizaiion, I presuwe they can 

do so, but I cannot say just what the arrangements are. 
All IT can sav is that che relations between the Maole Leaf 
and the U. F. A. have been entirely satisfactory. There 
has never been any disagreement as to the contract. 

Mr, allace is here, and possibly he could tell us how 


many Local CosOperatives do not deal with the U. 7. A, 


Central Organization? 
MR. ‘ALLACS: That would be an impossi ble 


QUestion for me to answer, beoause I do not know. in the 


first place, how many U. Fy A. Locals are there in the 


Frovinee of Alberta® <All I cow is tne ones that are 


connected with my comoany that we are supplying through the 


Central Office. 
MR. ZLOTK I'S: ‘So there are sole Local U. F. 4, Organiza- 


tions not dealing with the laple Leaf’ 


You vrobably know that better than Tf do. All fT know is, 


there is a certain amount that do and are dealing with them. 


or That will become important, 
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the whole picture. 
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THit CHAIRMAN s All, sight. If itis 
important, there will have to be a vitness who imnows 
speak about it. This witness does not know about 
the internal arrangements between the Central Body 
Peace bOChLewor the Us Pe Ae Lit 1a) is) imgertanr, 


we will hear somebody from those organizations. 


(Go to Page 9881 ) 
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4 I notice, Nr. Halverson, erat naeet hee contract the 
Maple teaf agrees to sell to the Association underground 
storage tanks, the necessary pipes and fittings, wing 
pumps necessary for handling such products under the 
customary sale agreement. The Maple Leaf is doing quite 

an extensive business through these locals of the U. F. A., 
as evidenced here. There is one case in point, Ledue 
station, for instance, over 50,000 gallons? | 

A We can give you the exact seles unless you prefer that Mr. 
Vallace do so as General Manager of the Maple Leaf when he 
is being examined. 

Q The point I wish to make is, it is not very important as 
far as gallonage is concerned, but the point is you find 
the Maple Leaf quite capable of giving very good service 
to their consumers through underground storage, of limited 
capacity in comparatively large volume? 

A A great deal of their distribution is within trucking radius 
of Calgary and incidentally we have used the Maple Leaf as 
an experiment to indicate to us just what savings there 
are by this method of distribution, outside of the radius 
around Calgary, and when Mr. “allace gives evidence it 
will indicate that they are not operating much more economically 
than we are and they have the advantage that the United Farmers 
buy the underground tankage and pay for it. "hen we do 
business we have to put in our own tankage. They truck 
from Calgary. They operate as economically as they possibly 
ean. But I will say, as I have said before, that when you 
get any distance from the Calgary refinery the farmers of 
this Province cannot depend for adequate uninterrupted 


service during the harvest season on 1,000 gallon umerground 


tanks. 
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Ek. Halverson. 


To your knowledge has the Maple Leaf financed any bulk 
Stations, regular bulk stations, that is warehouses and 

Canis for the. U, FP. As, as against this underground storage 
mentioned in the contract? 

There may have been the odd financing of a warehouse, a 
200.00 warehouse, or things of that character. Mr. Wallace 
can give you the full particulars or I will be glad to get 
them. But the only financing has been just the small little 
warehouse. 

So that in the main all you have done as far as financing 

is for small underground storage and sma:l warehouses? 

And a pump. 

and an occasional pump? 

Yes. 

Now, where were the U. F. a. securing their supplies previous 
to this contract? 

I believe a large number of the co-operatives in this 
Provinee were »reviously securing their supplies from the 
Great “est Distributors. 

and it would be reasonable to assume that the Great “est 
Distributors found it profitable? 

I do no know. 

I notice that you have under this contract, you give the 

U. F. a. 32 cents per gallon for leaded gasoline and 2% cents 
for acto and distillate. «s you said just a little while ago, 
they do supply their tanks. They supply their pumps. They 
do all their own work and in effect actually the liaple leaf 


only administers the business at the nead office, is: thes 


correct? 
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A No, that is not correct. 

@ “hat is the situation? 

A  Waple Leaf provides the bulk storage, talk ng from memory, 
at about 19 points, probably not that many. ‘ve will get 
the exact figures. The Maple Leaf takes gare of all the 
office work. The Maple Leaf has auditors to audit the 
Stations. The supervision is taken care of by the Maple 
Leaf. The maintenance of those 19 plants is taken eare of 
Dy,ene Mane Leaf.  Whet the.U. B.A. do out of thei 
commission is to take care of the commissions allowed to 
the agents of 2 cents per gallon and take care of half-the 
stock losses and half the unauthorized cre‘it losses. 

Q How many points have the U. F. a. outside of the 17 I think 
you just menticned, bulk plants? 

A Mie GFoual number of U. F. a. agenciles-in the Province rs 
approximately 100, including----- 

The 177 

A  Xes, 

So that 83 outlets you are not called upon to provide storage? 

MA. DAVIDSON: I think DVheav-figui1e of eons 

wrong. 

A Efsand. S59. 

MR. NOLAN: You said 19. 
MR. DAVIDSON: I think there are 24 set out in 
the agreement and they have vrobably increased now. 

A as far as the Pamiver of agencies that they may have, we 
were hoping Mr. allace, the General Hanager of the Maple 
teaf, would submit “xhibits to cover all that. 

THE CGHATRMAN: Yes, 1) think: so. 


Q Im. PLOTCING: I will deal with only one instance 
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in asking your information i that will show the Maple 
Leaf picture. how do you reconcile thé loss to the Maple 
Leaf over 411 operations with 3 Peed ants distributing 
arrangement as compared to your own markéting costs. You 
have got the same jobber margin as you have given other 
companies. You have got a more favourable contract for the 
U. F. & to distribute the products of the Maple Leaf and 
yet you show a loss for the last year, which was a very 
good year according to your ow words, of 31,000.00? 

I covered that yesterday anc I will go over it again. The 
average commission secured by the U. F. A. on white products 
im st) 38 was, according to the figures givenme by Mr. 
Wallace, approximately 3.2 per gallon, and that the 
commissions paid by the U. F. A. were @ eaénts, which leaves 
tee Gents net for the U..F. A. to ‘cover all their ¢harses 
and pay dividends. The loss last year indicates that the 
Special Dan oas nt of 1.2 at present price levels, at 
present jobbers' prices, which the Maple Teaf are paying, 
is more than they can absorb, unless they can substantially 
operate at lower prices than the Imperial Oil. If they 
could operate, as I said yesterday, at 1 cent per gallon 
lower marketing costs and distribution costs than oursélves, 
then they would be getting the same net returns as we are. 
That is the entire difference. I tried to make that clear. 
There is 1.2 there of a burden for the Maple leaf to carry 
and if they could reduce their marketing expense 1,2 

ean ours the earnings would be the some as ‘ours, per iatilon. 
For the 1.2 the U. F. a. organization provides its own 
storage at most of the points, provides a part of the 
evaporation, provides financing and carries the risk of 


credit. Would you in the light of your own experience 


ae Hl 
-) 


r 
4 \ ‘ i 
f 
\ ol iy rah, a 
ff \ « 
{ : * a“ 
ae Ly : | | i) ‘a i THON, Bale 
1 ; ‘ Ae aa ae 
y } ; ci ap 4 A. at 
; : ’ \ ee re Pata? 2 ¥ . cae eos 
= os ST AR erg tO Ate rapa shane sn eats eas , : ae 
atl Jno Ole fier ee rhe wee <2 4 se il ret gy 
— = # : ok Nae { ig Da coca sf ‘ = i 45 
L fa es Bon meee 
weet ie Peel Come Eee Obey Lane apy ob a fa) ‘e ae) = § f iy uy i si 


ae > Ei 


& 2) 
pe rac 
OSE TAY w, 
2 ey z a 
Pe! WS mee bayeee Patt ret eee 
os AE ms ine ot g ee Gene) ary eY sae Pon a a eeac 
oS eee d f t Pat é 
omer 
i \> ca 
- > 
3 meee Min te ee bie 
i oi er rf ae Speen ae a Pa ye 
: gan wel) (O98 O68 


\6 Orne ae 8 + a ey hae 
eae ’ ea i ee ORS BE aro 
EC we ue DF sae ‘i ah fs ate sai) 

Peace. RES Sa i ix He 


4 
Ni a an ee 
° ve 
ees Duca ey 


bie ae Be fel ". Los F 


-— 


Se. nalverson. 


with special dealers as you have enunciated here, dod 
at less cost for that type of business? 

Velo Lie Was Out hope ade tHe time thet the Maple Leaf by 
trucking direct to underground tankage furnished by the 
farmers that they could market at a lower cost. “hether 
it igs a sound business deal or not the contract has 

two years to go and I presume weywill have to: dive up to 


our contract. 


(Page 9887 follows. ) 
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Q You have, at least the Maple Leaf has a contract with 
what has been referred to as a trucker? 

A The Maple Leaf has what? 
Yes, are you familiar with this Consumers Qil contract? 
“hen it gets into the details of the operations of the 
Maple Leaf I think you should ask someone else. 
THE CHATEMAN: Yes, I think that is 
guite clear. You have @ man here competent to speak, 
who is in charse of the immediate operations of that 
company and you will have a chance to cross-examine him. 
Of course, any definition ov policy or anything of that 
character you can discuss vith this witness. 
Mey LT PLOTRING: But Mr. Halverson has said 
that he would not allow anyone of their subsidiary companios 
to do whet the Imperial Cil itself would not do. Wow 
this is a radical departure from what the Imperial Oil 
docSe 
THE CHAIRMAN: You esk him if he knows of 


any such contrect end if he does not his answer is conclus- 


ives 

© Nike PRORKINGS Do you knov of any such 
contract? 

4 YI know the Maple Leaf supply en organization known as 


the Consumers Oil in Southern Alberta. I do not know 

the details of it. It is guite possible though that 

if they are tank car buyers they may be getting a 
competitive price in coMiparison with Montana. |.€ ourselves 
would feel quite warranted in doing that if we saw fit to 


GO SO-« 


Yes, but does the Consumers Oil, Mr. Halverson, operate 


rom) 


Ss 


= 
* 


ge 
mn 
© ie fects , 
oa 1 "Yt heise 
an henry 
Re A] a 
aoe 
4 y. ek 
Dero? 
Be 
fh 
fix 2 
nm 
iss 
% Bie 
5 ae 
tie BA 
i] 4 
A 


etre MB Ne eal Ai Mer ad meh 
PAO OY Be 


igh ie eee, petit. i: ares ae 
OG a a Wine at EN De Si EEG us Fe. a wart 1 eh 


es « 


ee ek ae sneer nea ail 
wal oo Reet aT 
‘dope See aree ake tes: uae ae net ; 


Sshee. Cat Sa eae Dwain its ott etn ee “t@ihe 


ia hin a ee PA AT th Remick 
: i ae ea | ae ris he i 


inna Ber nares I rea! ska eit 

eboe As: 7 Ss AMAT ane eT 
eee Li ae, ee BOT) eee to we bie 
erat LONE itt "xo ae ae. aed, ei 


ny ‘ane Nee’ 


TR oRtvoo” 20 


mer ive be Gh 
tang pecs tt ome ware mete wrth | 
Bae REN ot stn its 4 ptt 4 os Bide DAES ‘ e 
Pelt 
herd 10h at 


isi Lo eudge@e eke tom /Bkew sel 


Loe YRCRY i) Lead ale 
ened ate eS Seek ben cee SEE - 
| |e xabeob 
TEAM aes 


‘ i ; Se ee 


hone et, ae SE OR ck a Seo 
Sy 


Hoye Yms 
Became 
EA TOEE 6 iM 
Pi re aoe BITHGO 


Egil -edt: word © 


peetonen Gli tho <egemvenod eat 
eee ae RE Stee Pl SOs £eSIeS eee 
ee Sper. cere gud Seen sey erie Aedy 


tant. Aly poeewetee BE: 6GEAG eth Bi eines 


LO Gad Re ie ocmuiamaa 47 beg. feet. inet 
Pity 


an - 
ee 6h 

dh ¥ - te aw , ' yee ue eye 
a Bn de tf a ws a - BLOTMUARO) “SBI. 2GOR' Hl i ghes 


a? 


a ey shes ihe 


dels 555 Halverson 


in the northern part of the province entirely on a 
trucking basis, no stations? 

A “hatever the perticulars of the contract are, 
Mr. ‘‘allece will be glad to furnish them to the 


Commission. 


6 
pi 
n 
) 
@O 
e 


MR. FRAWLEY: Vela, If Mrs PLotking 
wants to pursue it with Mr. Halverson -- 

THE CHAIRMAN: Veil, Lido not went) hin 
toe i prefer him to pursue it with somebody who knows 
Something about it. lire Halverson says he does not 
know the details of these contracts and it is reasonable 
that he should not and we will have a man here who does 
know e 

Q MR. PLOTKING: One more question I want 
to ask you, Mr. Halverson, vhen at the beginning of your 
evidence, Mr. Halverson, you stated you wore a junior 
director of the Imperial Oil and that in meetings of 
the Board of Directors there was small groups, one 
discussing manufacturing and another one marketing and 
apparently another one production, is there no general 
meeting of the Board to discuss eny one subject, the Board 
as a whole, and arrive at a common policy? 

4 There are occasional meetings, yes, but they are all 
working directors end if a matter of manufacturing and 
marketing is involved, the marketing heads and the 
manufacturing heads get together and perhaps the 
President sits in on it and the rest of. the men go on 
with their work unless it is a matter of general 


importance. 


So that in effect the Board of the Imperial Oil Limited 
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Helverson 


only meets very occasionslly as a whole to discuss 
matters of policy, general policy; I mean I can 
understand that, a Board of Directors, meeting as 

a Board to discuss any one thing, that only some of 

the Directors would sit in, but ‘net "on re Bovine etn 
of the policy of the company, and I just wanted to get 
your views? 

I have just stated that they meet ocecastonally but we 
do not overdo it. 

When you decide to fix or arrive at a price definitely 
for Calgary for instance and you have harl the benefit 
of all your organizations experts and employeés to give 
you all the fects so that you can intelligently come to 
Some conclusion, do you not meet as a Board in order to 
set or decide on that? 

Well, perhaps there is not @ great deal of formality, 
Mr. LeSueur, Mr. MeChoskey, and myself and probably 

Mr. Smith might get together and that is a quorum I 
would think for the six. 

So that there is a quorum and on the basis of this 
guorum you decide on policy? 

Tt doesn't have to be a guorum but we just co-operato 
and work together and it all depends on the importance 


of it. 


Now, there is a nominee of the Jersey Company on the Board 


of the Imperisl Oil? 
I do not know. T do know that the Standard Oil of New 
Jersey are the majority shareholders and that is sll I 


knov'e 


“ell is there not, is not Mr. Smith a director of the 
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s¢andard Oil of New Jersey? 

I believe he is. 

Yes, so thet he would be the nominee of the Standard 
Oil of New Jersey representing the Standard Oil of 
New Jersey on the Board of the Imperial 011? 

I cannot state for the Stendard Cil of New Jersey. 
“611 do you know if there is anyone else that sits in 


with the Board of Directors wacom =xttcrs of policy 


. 


are discussed, that would be a “irnect represent:.tive 
of the Standarj Oil of Mew Jersey's Board of Directors? 
Perr, 2 Will just.go) through ef1l of them, there ts 
Mr.'G. Harrison Smith as President -- 

No, but outside of these directors I mean? 

Oh, there are various men that sit in with the Board, 
you might say the head of the furchasing Department, 
the head of the Traffic Department, the General Sales 
Manager. 

Of the Imperial Oil you ure talking about? 

Yese 

But what I am meaning is this, and I am not imputing 
any bad motive because I think it will come out later 
on, being the Standard Oil of New Jersey are the 
majority shareholders, it would be natural for them to 
maintain contact with the Board of Directors of Imperial 
Oil and have a contact man to view the policies of 
Standard Oil cf New Jersey and express them to the 
Board of Directors of Imperial Oil? 

‘ell, that is news to me, Mr. Plotkins. 

You do not know anything about that? 


No, except Mr. Smith is a director of the Standard Oil 
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4S. &. Halverson 


of Wew Jersey. 


Mk. PLOTKINS: t see, that Is ell, 
thank you. 
THis CHAIRMAN: Goll, Mrs LLawley, 1s 


the British American man here? 

MR. FRAVLSY: The British American 
would Like to come and they only want five minutes’ 
notice. Thoy will come in a taxi. 

THE CHL IRMAN: Well see that they get 
the notice and you will let us know when thoy are 
here. 


MR. FRAWLEY: Yes, Mr. Chairman. 


( Go to page 9892 } 
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MR. FRAW TY: Mr. Harvie told me this 

morning he desired:-to question !r. Halverson, but he now 
informs me he has, afterconferring with Mr. Nolan and 

Mr. Halverson, decided not to ask any questions, but if 

he desires some information he will request it through me 
eee burn wil) obtain. it from bir. Ned an. He is 
satisfied to accent that arrangement. 

Ua NO CALS ft am satisfied if. the information 
is proper information to be siven IL will, of course, orovide 
Me. Frewley with it. 

TH CilaTRIZaAN: HLL piebh,, ts there any tnimormores 
Mee PRA GRY : Belore yOu Send) @own. our. 
Halverson, I think it would, perhaps, serve a little purpose 
if I clarified your statement a little more clearly on the 
two spreads, the spread betwecn Acto and 3 Star, and the 
Spread between 3 Star and Ethyl. There is at the momemt 

a spread of 4 cents between acto and 3 Star? 

imme ertein ‘area's. 


In certain areas which you have indicated, which runs about 


to Red Deer, just north of the City of Red Deer’ 


Ves. 

and of 24 cents between 3 Star and Esso. Now, you told re 
yesterday that it was difficult to say----- 

2% between? 

2% between 3 Star and Ethyl? 

Yes. 

You told me yesterday while it was difficult to conjecture, 
that there was some danger, some yossibility thet the 4 cent 
differential on acto would have to be made more wide- 
spread and there ig even a possibility of it becoming 
Province-wide? 


I dia not say 4 cents. at was just our opinion as marketing 
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G. Halverson. 


men that probably the maximum differential between 3 Star 
ami scto should be 3$ cents per vallon. That is the 
méximum in our opinion. Probably 3 cents. There was a 

time when rd grade gasoline was selling at as much as 

4 and 5 cents below 3 Star but in the meantime 3 Star has 
come down 6% cents per gallon and I think the differential 
was narrowed to 2% “en it may be we got the differentiar 
aie COO) Narrow In our opinion the posted differential, 
perhaps, should be 3$ cents, which would automatically 
eliminate a lot of these allowances. 

Then you mean 33 cents Province-wide? 

mes, off, 2 am speaking of Province-wide. 

WR. COMMISSIONER LIPSET?: ‘sould that be a reduction in 
OVover lor, en. increase in Acto? 

It would be a reduction in acto. 

Se TeOUGGLOn Ln ACtO? 

& reduction in the posted tank waggon price of Acto so that 
the differential would be 3 or 33 cents, which would 
automatically narrow the ERienpcee or eliminate tie 
necessity for them. 

Pdo not know that) I quite follow thet, (ha. ea liver son. 

That reduction of the posted price on Acto? 

Yes. In order to increase the posted differential from 2¢ 
cents below 3 Star, which it now is to 3s it would be 
necessary to reduce acto 1 cent per gallon posted tank waggon. 
I am not suggesting that is what we are going to do but it 
is just an opinion. 

WR. FRAT EY: There seems to be a trend in 
that direction, l’re Halverson. 


TH CHAIRMAN: There is this Srd structure. “hat 
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BR, Halverson. On OAs. 


is your competing product, Acto or something less? 

acto is our competing product. 

MR. FRAWLEY: That is Srd structure. 

TH CHa TRMAN : Yes, that is what I say you call 
Four product, Anto? 

Yes. 

Compared to other people’s products, I mean 3rd struc ture? 
Mn. PRAWGOLY : This is the only brand we have 
really talked about, is acto. I do not know whether the 

B. A. has some special brand of 3rd structure. 

THE CHATRMAN : acto is 3rd structure. 

Yes. The reason it is called 3rd structure is we have Esso 
and 3 Star and this is the $rd grade. 

And what should be clarified, there is also 4 suggestion 
before us there is competition for that to-day and that it 
isa given price but that when you move up to 3 Star you 
take quite a jump? 

Mh. HRATLEY: 4 cents now in a large part of the 
Provinee. 

TH CHatRMaN : “Which is not justified by the 
additional cost of manufacturing of that product. 

MR. FRAWLEY: Quite so. 

Mf OCHATRMAN: And -@ word from 197) Halverson van 
thet woild be informing. In short, if acto besrs 

the proper price and it can be sold at that price with a 
profit why, with very little expense in connection wth 
leading, should 3 Star be 4 cents more in any part of the 
Province. Now, that may have been covered but I am not 
clear on it, .r. Halverson, and I wish you would tell us. 


Otherwise, the inference is open that where you have 
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competition you are down and where you have not that you 
are setting all the traffic will stand, and * would like 
to hear you about that? 

A For clarity I do not think I can do better than just go 
over this, with your permission. 

m) If you have dealt with that specifically in there? 

a Yes, on page 4. Under Price Structure. 

a We cannot carry these in our minds as you do who have 

prepared them? 

a Yess 

2 What page is it? 
lem RAY Lay Page 4 Of weet bit olore 
Ti. CHAIRMAN: If it is completely covered we 
won't, perha»ns, bother you. You are pointing to what part? 

A Starting right under there. "Mhiese daftferentiialis ai 

Q Yes? 

MR, FRAWLEY: Yes. Birt! those yarciinormad spreads 
you are talking about, 23 cents differential acto and 3 Star 
there. 

A The same principle would apsly if it were 4 cents, for 
instance. That is the over-all picture, flexible enough 
to meet competition and will on the over-all! operations 
return some return. 

0 Let me put this to you, and then, perhaps, you will get my 
point of view. at the moment in the City of Calgary to-day 
Aeto is 12% cents and 3 Star is 16% cents and Esso is 19 cents. 
assuming that you have a situation there and you are stuck 
with »cto at 12% cents, let me put it, and you cannot do 
any better than that. mG iy Slotkins ang -Y. Mayland and any 


other independent rd structure people will keep you down to 
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that. Let us assume that. ‘hy should 3 Star be selling 
at 16% cents. Is there not too much differential there? 

H:) CHaITRMAN: I am not assuming for my purpose 
that he is stuek with thet. I am assuming that he car sell 


that product at that price. 


MR. FRAWLEY: And not at any more? 
TH: CHA TRMAN: Not at-any more. He is prevented 


by competition in selling it at any more. But he is selling 
it at that price at a profit. . 

MR. FR&’LEY: Yes, please answer that. 

THE CHAIRMAN: Or ean you tell? 

It gets back to ascertaining the cost of each product. 

TH: CHATRMAN : Which you say is an insuperable 
task and you cannot take Acto alone? 

We nave ‘to take the over-all profit’ from 6 barrel of crude 
and endeavour to make a return on our capital employed and 
at the same time have prices flexible enough to meet 
competitive conditions. 

I understand that. and you say if you are driven down in 
Reto in order that you may have a reasonable profit on your 
total operations, if acto is forced down by competition 
something else in which they have greater freedom must be 

up in order that they may pay their way and make some profit, 
and that having regard to all the products they make 

that the prices on 3 Star or Ethvl are not too high, 
otherwise it would be reflected in excess profits? 

Yes. Iwould like to make this little qualification, that 
we do not think that any low price that the farmer is paying 
for farm products has been reflected by an enhanced price 


of Esso or 3 Star, because during the past two years and a 
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A> Be Halverson. ial 
half it has come down 6% cents per gullon, and although, 
as I have mentioned before, it is not couclusivye, 

Montana with crude which certainly competes with ours and 
with a lower cost, we are selling our 3 Star here to-day 
in Calgary «t less than the Great Falls prices. So it 
indicates to me that the consumers of this Province have 
not been penalized in the price of 3 Star, but they have 
benefitted by the low prices on farm products. 

Q MR. COMMISSIONER LIPSETT: Mr. Halverson, may I put it 
another way, definitely against you, so as to get your 
views. There are other refineries thet I understand are 
only manufacturing this 3rd structure, who are apparently 
making a profit because they are able to carry on. Would 
it be a fair assumption to take from that in the first place 
that the price for 4rd structure is a reasonable price 
and which will allow a profit, and secondly that if that 
assumption is correct are you able to justify the extent 
of the spread of the other two products, on their merits? 

A The only way we can justify that is by giving evidence, 
as I have done, regarding our costs for doing business 
and our prices and our profits. We feel that the profits 
are moderate because last year was the best year we have 
had and it cannot be taken as a typical year for profits 
by any means. So assuming that the profits, and I am 
assuming this, of course, that the profits are moderate, 
and that our costs for marketing are reasonably efficient, 
it indicates that the prices at which we are selling is 
about aS low as we can go. Now, some other company might 
gell at less prices and make a profit, I do not know. 


But these other companies who are to-day selling white 
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fie et cee ver son. daniel 
gasoline, like Gas & Oil Products, will be getting Ethyl 
mixing licences, I understand, and they will be marketing 
leaded products. If they feel the price of our leaded 
products is too high they will certainly go after us. 

Q I suppose the way you put it really to us is that you 
Supply not only the whole Province but you supply all the 
products which are required throughout the Province of the 
various grades? 

A. Yes. 

And accepting that view we should then take your complete 
picture and not base it on the Srd quality structure but 
base it on your whole picture as supplying the whole 
products throughout the <rovince? 

A Mavs), correct. For Instance, we cannot take bunker 


fuel oil, for instance, we have to take the whole picture. 


(Page 9899 follows.) 
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Q, lire Halverson, if 124 cents is the fair price for Act 
and it permits you to make a profit, then is there any 
justification from the standpoint of quality and utility 
for a 4 cent difference between that ee and stand» 
ard gasoline, now thet is another way of putting it, 
what @o you say about that? 
A acto gasoline with a 52-54 octane is not suitable for 
use in automobiles. -It is a farm fuel for use in tractors. 


But it is used considerably by a lot of city motorists 


DQ 


surely? 
A You speak from the standpoint of utility, and I would say 
it is not a suitable product vor miotor cars although they 
~@an use it if they want to. 
Q There are a lot of psople who just use it from the price 
standpoint? 
TH CHATRWAN: The witness, es I am under- 
standing his submission, the w.tness*s position is that he 
cannot assume with you that .icto at a certain price is all 
right, that he does not know what it costs to produce acto 
as such. 
ities FRAWLEY: Thet weans then that he is 
making a profit on the three gasolines ana then he is 
virtually saying they are making their profit on Esso and 
o-Star? 
A No, we are not saying that, we are sAvyine 
THE CHAT tuAN: He is selling 10 products 
you see and he knows what they cost him and he knows what 
he gets for them and the difference is his ere but he 
cannot break it down and say cto costs so much to pro- 


duce, 3+otar costs so much and so on, is thet right? 
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Fi That is correct. 

a tine FRAVLLY: ‘nd if swyland and the 
Lion-~+~ 
THE CHyliu.s W: If you accept his pre-e 
ise, ic. Frawley, you cannot ask hin to nake that as«~ 
suaption because he says I Go not know wheth er 126 is 
the fair price and that I can make a DroLi tions 
bike ERAWLIGY ; I tees Je have to deal 
with it purely subjectively because he coes not know. 
THE CHARMAN: No. 
Mice FRAWLEY 3 He says I do not know what 
my cost is so 1 cannot tell you whether I am making any 
profit or whether I am getting my costs back. 
THi CHA Tih Ail: He just Gannot say. 
tie Pit JLEY : I apprecigte that, that ig’ 
the difficulty of these joint operations, but if this 
sudnier waon the nev cracking plants orc in. operation. and if they 
should put. o-star on the market, TI mean a gasoline of that 
standard, on the market at 145 cents, it is difficult to 
understand, to meet that you would have to covie down to 14% 
cents? 

A Basically I will repeat, and it is basic, we will endeavour 


through efficient operation to eke a profit on our over- 
all operation and at the saie time we must have prices 


flexible enough to meet competition, otherwise we would go 
out of business. 

THE CHaAlitial: I think the witness has made 
it quite clear to ue, at least, thet his position is 


"here is our whole picture, our over-all picture, we have 


given it to you in all the detail we can. iow as to what 
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may happen in the future, we way have to face cut- 
throat competition in a year's time or so, but we think 
there is a future in the fiela@ and we will meet it when- 
ever we think it is a permanent thing and when it is 
impractical and uneconomical to stay in the field we will 
pull out and that applies whether it is one relating to 
@ service station or whether it is for the Province. 

ike FRAWLAY: Or a product; I say, or 

& gasoline. 

THis CiiAlThwan ; There are economic lines 
and they would anticipate that their competitors, carry= 
ing on in an uneconomic way, will themselves go out of 


business but they will stay for awhile and see if they 


do’ 
WITNLSS: Yes » 
THe CHA TiGAN: Now whatever may be said by 


ary other witness about that position, whatever other 
evidence we may hear, I think this witness'-. position 
has been plainly put and clearly put. 

wre FRAWLEY: uell my desire is to get 
him to explore it as fully «ws possible because he is 
going now and we will not hear anything more from hin. 
THE CHATIWIAN: IT understood that he was 


coming back to hear your Dr. Fry. 


Whe FRAWLEY: Oh, he is coming back for 
that. 

Ms .. 
WLITNLSS : i C8» 


THE CHATHuAN : But I think that, subject 


to what someone else may say now, that that is where we 


are at, tire Frawley, but I do want to ask you, :ire Nolan, 
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while Mr. Halverson is still with us, what about bir. 
LeSueur, I do not want to reney thet conversation with 
the witness, but I think that the time has como to ask 
you as counsel for the company---+ 

Mire NOLAN: Yes. 

THER CHATHMAN s, are we going to hear Mr. 
Lesueur by his coming here or are we not and if so 

when, we would like to hear him very much and I asked 
Counsel just this morning and he said he had written 

you a formal letter requesting his attendance. I think 
ture Halverson will appreciate from the discussion we 

have had that our request is not an idle one and we 

want to be informed,-and the disposition of the company 
thus far has been certainly to give the Commission any 
information that we have asked for=--= 

bike NOLAN: Yes. 

THR CHAT HAN: Now we think for reasons 
discussed with iir. Halverson we would like to hear him 
and we would now like to know that that opportunity 
is to be voluntarily afforded us. 

uke NOLAN: Well you will remember, 
sir, a request was made to me sometime ago ana 1 cue 
before you and said that my instructions were that it 

was felt in Toronto that if anybody cane they should come 
after this, what I am calling, docwientary evidence was 
put in. Now I have not had any word since then but Il 
have taken steps to draw to the attention of the Toronto 
executive the remarks made by the Commission three days 
ago in this Court Room. Further than thet I am quite 


certein that i.r-e Halverson, who has heard the public ex- 
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pression of opinion from the Commissioners, will discuss 


this matter immediately upon his return to Toronto----= 
WITNESS: hi fread Wve OMe =\0 We 
ike NOLAN: ? And I have no doubt very 


soon we will have definite word and just so soon aa it 
comes I will bring it to you. 

THE CHATRHAN : You see, ire Frawley, of 
course, from what he has said here, just thinks he 
will rely considerably on the evidence of Dr. Fry whose 
evidence I take it will be neither for nor against any 
Oil company whatsoever, he is being brought here as an 
independent cxpert, but itr. Frawley has difficulties in 
connection with that witness in that he has to be back 
in the United Statesese+ 

WRe FRAWLBY: He has to leave here on the 
7th of July. 

THE CHALTNuAN: fod we would like to hear 
lire LeSueur and each person ,whose evidence is thought to 
be of value will bec examined by any other person who is 
competent to help. It works both ways. 

wRe NOLAN: And do I understand now it 
is suggested that iir. LeSueur's evidence, if he can cone, 
Gan be used to advantage, if it is to be used to advan- 


tage it must be before the 7th of July, because I do not 


know<--= 
THE CHATHMAN : we did not say "must", we 
were saying we would like that. 


Bee wonairs >! Because of what, because of 


the fact that Dr.» Fry has to leave then? 
THs CHa lahsi: And equally I would say iir. 


LeSueur and iir- Halverson or some such person of respon- 
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sibility would want to hear Dr. Fry's testimony. 
WITNESS: | Yes. 

THER CHALIuwal: I would certainly think 
that. It is both ways I am thinking of, so in the end 
we will have the views of everyone else, after they 

have heard the views of everyone else also. 

VITNBSS; I may have been misunder~ 
stood by Your Lordship the other day. ir. LeSueur of 
course is a very capable man with a general grasp of the 
entire business but insofar as the marketing department 
is concerned or price structure, he can only say, I an 
sure, what I have said that is thet we begin with the 
posted price on crude and I merely wish to make that 
clear, that any evidence that he can give on marketing or 
prices will begin with the posted price of crude. 

THE CHAIRMAN: Well, lire Halverson, just 
for an example, he might tell me perhaps or tell this 


Commission perhaps how you arrive at the posted price of 


crude. 

WITNESS: Oh yes. 

THe CHATIGs N: Poet. is Sust en theatres 
tion? 

Yes. 

bRe NOLAN: Surely wre ieGrath's 


evidence has covered that point. 


THE CHA Livin : Well kir. Nolan, I would not 


want to think that your company took thet position fin- 
ally because iir. u.cGrath's evidence is on an assumed 


price somewhere else. 


wk. NOLAN: Well there is no point in 
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me arguing that now anyway but whet IL want to be clear 
about is this, do I understand now that=---- 
THE CHALitvusN: 7 I mention that as an il+ 
lustration and only as an illustration which came up, 
but here is my point and I put it again, that we want 
someone from your company, and we hope to have it from 
every company, with respect to matters as to which 
evidence would be of importance, who can correlate the 
operations of the company. Now Mr. Halverson, his 
evidence has been most interesting and most impressive. 
He knows what he is talking about in his department and 
he has not hesitated to meet any questions put to him 
about anything and explain why. Now in due course we 
will give such weight to all that as we think proper and 
s0 lir. isaGrath has given evidence in connection with re 
fining and so on but what I am saying, it is like wanting 
to know how the Hudson's Bay store down here is run, by 
taking the heads of the departments; now iusr. Halverson has 
greater scope, it is true, but in a degree one can say 
that you have concerned yourself with marketing? 

Fa That is so. 
THE CHATIGUAN ; After all there 1s a head, 
whether it be a body of directors of three or two or one 
we do not care, but someone who can Correlate and show 
the operations ‘+S carried on to their finality, 
from the very beginning. There must be someone who hears 
reports from heads of departuents and acts on them and 
formulates policies, comes to conclusions. 


ine NOLAN: I understand your point of 


view. 
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THE CHATRWAN: Now all I am asking is, 

and I think the time has come that we shoulda know, we 
are told by iir.e Halverson, and we unquestionably ac- 

cept what he says, thet sir. LeSueur would be the most 
capable man to fill that role and we accept that und 

we ask you to produce hin. 

Line NOLAN: Yes. 

THE CHALTRIAN: An&@ just in that, it may 
be an advantage to your cofipany, as well as to us I 
would think, that he come while Dr. Fry is here. Con- 
mission Counsel is finding some trouble in that Dr. Fry 
hes to be in the United States, but it seems to me it 
would be advisable for iur. LeSueur to come while it is 
possible for dr. Fry to be in Ganada and it would seem to 
me that it might be as convenient for zir. LeSueur to come 
in ten days' time as it might be in thirty days'. 

LiKe NOLSN: Do I understand that Dr. 
Fry will leave on the 7th of July and not to return? 

tune PRAWVLEY ; Oh no, he is coming back 
after the marketing picture has been studied. He is 
leaving now on the 7th of July and coming back in JO days' 
time or after that. 

THE CHA ITRMAN: Oh, I did not understand 
that, I did not know that, he is coming back. . 
MK. FRAWLEY: | Gh yes, but Ll am hoping to 
conelude, I hope to conclude in large part certain as- 
pects of the Inquiry before he goes. I intend to lead 
all the evidence I cun and all that I will have, on the 
question of the cost of production and the posted field 

I intend to as largely as I can complete 


price of crude. 


thet not in the sense that it cannot be re-opened of 
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course. I intend to ao that on refining, probably re- 
fining, a@ query with respect to refining but with 

respect to cost of production and field price of crude. 
THE CHATRiAN: Perhaps you and iir. Nolan 
and tir. Halverson,-and I include iir. Halverson only be« 
cause he is here and he will be going iiast and will be 
seeing iir. LeSueur,-iight discuss this mattcr. 

WITHLSS: I will be glad to discuss 
the matter with him and impress upon him when I get 

back the expressions of your Lordship. 

THE CHATHAUAN: | And we hope you can see your 
way clear. 

WITNESS; Yes I will. 

THE CH Tihs Is 4s for dates, now I do think 
that so long as, if you should be willing to meet Commission 
Counsel's wishes, then, us Counsel generally do, you can 
arrange thet it be at a time when utr. Frawley's experts 
and hire LeSueur and yourself, if you are going to be back 
will be here at one time so that you will euch have a check 
on each other's assertions and we can value them in the 
light of a critical examination from every point of view. 
WITNESS: Yes, and before I step down 
from the stand I would be most ungrateful if I did not ex- 
press my sense of appreciation to Your Lordship and to 

tia jor Lipsett and to Conmission Counsel for the 
patience and kindliness and fairness with which you have 
allowed me to present my evidence. I reulize the heavy 
responsibility thet rests upon the Commission in elming 

to a conclusion that may vitally affect the future of 

what is after ell one of the largest industries in this 


Province. I also realise thet it has been my duty and 
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responsibility to assist the Commission to the best of 
my Knowledge and ability and as I step from the stand 

I wish to publicly record that I have been given a full 
and complete and fair opportunity to present our pos- 
ition regardless of what conclusions the Royal Com-= 


mission may come to. 


THE CHATRMAN: We appreciate your obser 
vations. 
1AJOR LIPSETT: I would just like to join 


with what the Chairman has said, Mr. Halverson, as tu the 
very clear and concise way in which you have given us the. 
information and all the information you were usked for 
from any source. 

WITNESS: Thank you, iiajor Lipsett. 
THE CHAIRMAN: Mr. Halverson, I hope that 
also when you are discussing with iir. LeSueur the other 
matter of which we have just spoken, that you may per- 
haps take up ae consideration of whether or not it may not 
be wise from everyone's standpoint, particularly the Com+ 
mission's to give us a resume of everything and anything 
that you can think of that a government of a province 
could do to help or to aid an industry from the standpoint 
of the industry as well as the consuming public. 

WITNESS: I have made a note of your 
wishes and will do so. 

THs CHALTIVAN: and that we will seek from 
all other refiners and we hope that they too may give us 
the benefit of their views because in the end we hope not 
to destroy but to do sone pode Perhaps we will not but 
we intend to try. 

WITNESS : Mienie VO. 


(The investig-tion w.s here adjourned to be 
resuncd <t 10:30 A.M. Jane 26th) 
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EXHIBIT 331 
ument produced by the witness Appleton being 


a statement of gallons of petroleum products 
consumed in the Province of Alberta for the 
VOCE LOO. eo iui swells, este al Re a eee EO 


EXHIBIT 332 
art produced by the witness Saunders showing 
in chart form the ownership and control of the 
Texas Companies involved in Supplying petroleum 
products. or the Alberta market. . . 4% % ‘ % ee eee 


EX#IBIT 333 
art produced by the witness Saunders showing 
the operations involved in supplying petroleum 
products to the Alberta market by the Texas 
Oompany of Oanaa. 
Crude production - Pipelines - Refineries - 
pawvegmDepartment - Bulk Plants <4. 6 e.'8 oe ay co eee 


EXHIBIT 334 f 
Statement and Chart produced by the witness 
Saunders showing motor vehicle registrations 
in the United States as of December 31st, 
for the years 1895 to 1937 inclusive. 
1957: passengers cars, 25,449,924; motor 
trucks 4,255,296; total motor vehicles 
29s1(0bs2c0:. 5 persons for @¢ach passenger cae 
Le BEHe FORE LOD Ta isp ies or oN aR iw lite? cet fe) luo Ni gree eee ea en 


EXHIBIT 335 
Statement and chart produced by the witness 
Saunders, showing motor vehicle registrations 
in Canada for the year 1904 to 1937 inclusive. 
1937: passenger cars 1,105,012; commercial 
vehicles 205,588; moter cycles, 11,102, total 
1,319,702, or 9 persons per passenger car 
ips da GY ee mB eS hs Fu ee CSG 


EXHIBIT 336 
Fatement and chart produced by the witness 


Saunders, showing motor vehicle registrations 
for the Province of Alberta for the years 
1904 to 1937. 

1937; total of all vehicles, 100,434; 
passengers cars 81,365 “ors persons per ear .a0 Gy ae oe 
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EXHIBIT 337 pene 


Statement and chart produced by the witness 
Saunders showing the foreign crude oil 
imported into the United States for the years 
1918 to 1937 inclusive. 

1937: 27,484,000 barrels or 2.10% of current 


SUL ee cele ne le) ew rik: el Bah ewes ny ee Pm Na CO, 


EXHIBIT 338 
Statement and chart produced by the witness 
Saunders showing the imported crude oil consumed 
in the Dominion of Canada for the years 1926 
to 1937 inclusive. 
1937: 8,387,915 barrels or 93.72% of total 
BAAS GON GIMO Ga.' os... 6s) he's as) CRI Aa Ry) Re Her TTC 


EXHIBIT 339 
Statement and chart produced by the witness 
Saunders showing the foreign crude consumed 
in the Province of Alberta for the years 1936 
and 1937 inclusive. 
1947: 752,564 barrels or 28.50% of total 
Po Re NS |p O10 cle a tae ae Nis aut seve Guu ae el Ne hy Ae 9 III 17 


EXHIBIT 340 
Statement and chart produced by the witness 
Samders showing the crude il consumed in the 
Dominion of Canada for the years 1918 to 1937 
inclusive. 
W957 a,b Ly bee barrels, of Canadian crude , 


Con wOs 9 LD is Wi aamoor bedi uC Tide. 

40,959,477 " total or Canadian crude 

620%. imported WSs 2%, oc. cel Hey se elles en ee 
EXHIBIT 341 


Statement and chart produced by the witness 

Saunders showing the crude oil run to stills 

in the Province of Alberta for the years 1936 

eal DS bey ae ' 

1937:. 4,087,977. barreis ofs Canadian crudelor 

59.64%. 

752,564 barrels of imported crude or 28.50%. . . . 9937 


EXHIBIT 342 
Statement and chart produced by the witness 
Saunders showing the gasoline (motor fuel) 
production of the United States for the years 
1918 to 1937 inclusive. 
1937: straight run and cracked 519,760. 
natural gasoline, 49,177 
Benzol 2,790; total motor fuel 571,727. . » . « »« 9938 
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EXHIBIT 343 


Statement and chart produced by the witness 
Saunders showing the gasoline production for 
the Dominion of Canada and the Province of 
Alberta for the years 1920 to 1937 inclusive. 
1957: Canada 18,294 barrels, 640,300 gallons, 
Alberta SpoueD m 55,339 Hi Sins tel tate oo 


EXHIBIT 344 


atement and chart produced by the witness 
Saunders showing the kerosene production for 
the United States, Canada and Alberta for the 
years 1978 to 193? inclusive. 
1937: United States 65,508. 
Canada 54,423 


Alberta OSes ete era nae tery si) toll eal teilie meng 


EXHIBIT 345 
Statement and chart produced by the witness 
saunders showiag lubricant production for the 
United States, Canada and Alberta, for the 
years 1918" 10 1967 ‘inclusive’. 


1937: United States 45,321 
Canada 682 
Alberta NOMS ey fons ole er ret es neat item tet emer ane: 
EXHIBIT 346 


Statement and chart produced by the witness 
Saunders showing gas and fuel oil production 
for the United States, Canada and Alberta, for 
the years 1918 to 1937 inclusive. 


io. United states 458,770 
Canada 15,546 
Alberta Ds) Mol, 6) ce Pte ter Meta taste m ras hater ey aa): 
EXHIBIT 347 


Statement and chart produced by the witness 
Saunders showing gasoline imports in thous- 

ands of barrels for the United States, Canada 

and Alberta, for the years 1918 to 1957 inclusive 


1937: United States 144 
Canada rz Opi 
Alberta Not aval Lol eres a ie ons ire) ao 
EXHIBIT 348 


Statement and chart produced by the witness 
Saunders showing kerosene imports in thousands 
of barrels for the United States, Canada and 
Alberta, for the years 1918 to 19457 inclusive. 
1937: United States - 
Canada 69 
Alberta Not available. 27. 5 5s 6 wodab 
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EXHIBIT 349 


atement and chart produced by the witness 
Saunders showing lubricating oil imports in 
thousands of barrels for the United States, 


Canada and Alberta for the years 1918 to 1937 
inclusive. 


gS) United tates (i 
Canada 438 
Alberta Not availad ec cae erie ly igea cee 
EXHIBIT 350 


tatément and chart produced by the witness 
Saunders showing gas and fuel oil imports in thous- 
ands of barrels for the United States, Canada 
and Alberta fo the years 1918 to 1937 inclusive. 


1937: United States 22,1381 
Canada 1,409 
Alberta NOt /saveilapre sy sie wal sileurel) oreo 
BART DLE ook 


Statement and chart produced by the witness 
Saunders showing gasoline consumption in thous- 
ands of barrels for the United States, Canada 

and Alberta for the years 1918 to 1937 inclusive... 


1937: United States Syibe Slay: 
Canada 20,265 
Alte rta LP OEO' a. (eal cotuventilalttalavede sti temtena GAG 


EXHIBIT 352 
atemont and chart produced by the witness 
Saunders showing kerosene consumption in thous- 
ands of barrels for the United States, Canada 
ani Alberta. for the years 1918 to 1937 inelusive 


1937: United States 54 972 
Canada 162 | 
Alberta Not: Ava tlap eave ae aula oa 


EXHIBIT 353 
Statement and chart produced by the witness 
Saunders showing lubricating oil consumption 
in thousands of barrels for the United States, 
Canada and Alberta for the years 1918 to 1937 


inclusive. 


1937: United States 25,0238 
Canada 1,132 
Alberta Not ava ilepled i, alas. eu 
EXHIBIT 354 


Statement and chart produced by the witness 

Saunders showing gas and fuel oil consumption 
in thousands of barrels fa the United States, 
Canada and Alberta for the years 1918 to 1937 


inclusive. 
1937: United States 442,355 
Canada FRAG, 


Alberta Not available. i) Yee 6) phos ve ee 9948 
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EXHIBIT 355 
Statement and chart produced why the witness 
Saunders showing the crude oil supply and demand 
in the United States in thousands of barrels 
for the years 1918 to 1937 inclusive. 


Loy s Production Ler Oe 
Imports 27,484 
Inventory Increase 18,247 
Total Demand : 1,288,397 
Exports 67,254 
Run to Stills 1,183,440 
Used as such and transfers SS POS ea ueg le, a a eO 
EXHIBIT 356 


atement and chart produced by the witness 
Saunders showing gasoline (motor fuel) supply 
and demand in the United States, in thousands 
croarreis, for the years 1916 to 1937’ inclusive. 
1 a Bo Straight run and cracked 


gasoline SL noo 
Natural gasoline 29 Ie 
Benzo 1. rae he 
Imports 144 
Exports 58 , 506 
Domestic demand SDS bah ts Par UME eM IME, RS fe 


EXHIBIT 357 
atement and chart produced by the witness 
Saunders showing the crude oil supply and 
demand in thousands of barrels for the 
Dominion of Canada for the years 1918 to 1937 


inclusive. 
Luc PoYeS Crude oil production 2,978 
Canadian crude run to stills ao a 


Imported crude run to stills SS VOCS ei ar ee, SBGS 


EXHIBIT 358 
Statement and chart produced by the witness 
Saunders showing gasoline supply and demand 
in thousands of barrels for the Dominion of 
Canada for the years 1918 to 1937 inclusive. 


1937: Refinery production 18,294 
Imports Gg Ok 
Exports 123 
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10:30 A.M.Session. ~ 9909 + 
20th June, 1939. 


HENRY JOSKEPH APPLUTON, 
having been first duly sworn, examined by Mr. Frawley 
said; 

Mir. Appleton, what is ycur position? 

Lam in the Department of the Provinciel Secretary 
covering the fuel Oil tax. 

Have you looked at Exhibit "179" filed here? 

I have. 

And have you made a break-down of iixhibit "179", which 
is the statement of gallons sold in the year 1938 for 
the Province of slberta, totalling 70,000,000, well in 
1937 and 1938, both shown, the 1938 figure being 
78,912,230 end 1/10th gallons and have you a break-down 
of that figure into, divided among the half dozen or 
among all the marketing companies in Alberta? 

I have. 

And is the statement I produce . I mean the figure, the 
break-down which you have prepared? 

Yes, this is the statement. 


WRe FRAWLEY: I would offer that ar an 


bx hibit. 
(STAT ENT PRODUCED HERE 


WAKKED AS EXHIBIT "331"). 
I will just put on the record the percentage of gallonage - 
which is attributable to the various marketers; Imperial 
Oil Limited and controlled gallonage, 38,872,312 and 2/3 
gallons or 49.24% of the total gallons; importations fran 
British Columbia by two companies, the Shell Company of 
British Columbia and the Standard Oil Company of British 


Columbia, 146,227 gallons or ©18%; British jgerican O11 
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Company and controlled gallonage, 19,741,697 gallons or 
25% of the total gallons; Ges and Oil Products, Limited 
and controlled gallunage 4,655,652.50 gallons or 5.90% 
of the total gallons; the Texas Company of Camada and 
controlled gallonage, imported from Montana, U. 8. Ae, 
8,217,404 and 3/5 gallons or 10.41% of the total gal- 
lons; Lion Refining Company and controlled gallonage, 
1,896,5453 gallons or 2.40% of the total gallonage; in- 
dependent importations from Montana, U. 8. As, by the 
following companies, British American 011 Company, 
Limited, Coutts, the Huff Refining Company, Limited, 
that is Lethbridge, the Hydro-Pete Oil Company, Limited, 
Calgary, the 77 O11 Company Limited, is Lethbridge, the 
Haber Motor Company, Limited,---+-+ 

Taber. 

Is it Taber? 

Yes. 

Trimble and Sona? 

Lethbridge. 

Gas and Oi] Products, Limited? 

At Calgary. 

And individual imports consumed in Alberta and there 
figure is<+-- 

I have it right here, 1,000, 000-+ 

I have the figure but what does thet represent tht? 
Tre t is the farmers. 

The total of that sold is 2,573,912 and 4/7 gallons or 


3.26 of the total. The last classification is for ine 


dependent companies dealing in owmed production, Turner 


Valley and Wainwright crude, thet is totalled 2,848,480 


a 


eee wie 


_ r ine yee bet orn oe ; a val ar u 


aye 


ers a eke Ee ee , Bie Ga aout SSE 
onbae tater one. 
Pa) ik Van eT oe ace ry - i a tae: abet 
7, ak hil sae aia tabe oo ee ae coh Ga 
setae 2 BOLO GS 
Lon a ‘ di * eos | ey 


RAE NEO. pi ink 


it 
a 


YAS Tah lge 

oq RR Ea 

he tee os Aes Sal the at) 
SBI, HOG, 

“i 5= Sh yate od . 4 Rene cr ape 


4 


7 A lo AW 
eee eae a ae 
Ww Li Sen 


. pf 
abe per eG 
od d ae i i ale 


y i : site : py Ly fj ee, 

Be al Do 7 ; A ni ; pel Zi. oie (4S f Went. 
ie 4 ly, 1 os a F i ql 
© ‘ 


_oadzens. sem tou boxe or a 
YF feseeee cre i sa : 3 Poe eS 4 


: = b can Ry Ne 
LCA T DG CTL aie MPO at rodis pais on 
, Re Dh sare? ‘ rot ace ey oe A 3 es ee aes ; 


a 
1 


ler bale 


et, oe teptn t alee a 
adi. dud erihaee mig ey he 


es 


= Ain * 


10; BOLE aa re reid: , 0, 0A ek res vec to nto. eGR: 
“rE nol of ao ltee ties te weak ent tod ent ko a8.8 


Pegs .cotsnahon aaa ae ; Rattannaplaanitn, be so 
NGS, 908.5. belistot ak Qiate He 


Hed -éppleton 


Q 


£) 


fs 


+ 99) ae 


gallons or 3.6lj of the total. Tht checks with Exhibit 
Pl720. 8% 785952 , 250 gallons. Now there are just a couple 
of questions I want to ask you about the Exhibit, take 
the first classification, Imperial Oil, Limited, and con- 
trolled gallonage, just wheat does that mean, the first 
item is Alberta Highways Refinery, Limited, 548,374 gal- 


lons? 


The t¢ means the total sold by the Alberta Highways, Limited, 


which is procured from the Imperixl O11, Limited. 
Procured from the Imperial Oil, Limited? | 

Yes. 

Now the large item there,is the Imperial Oil, Limited, 
$8,872,312 and 2/3 gallons, whet does that mean? 

Tmt is their own sales in the Province. 

Why do you say “Imperial O11 “dmonton"? 

Because thet is thier head office at the present time. 
Thet is theiy head office for Alberta? 

Yes. 

Then I see Niaple Leaf Petroleums" 3 million odd gallons, 
wecoll-Frontenac 454 thousand gallons, orth Star Oil 
Company 5 million odd gallons, Union Oil ¢ million, wht 
do those figures mean? | 


That represents the gullonage sold both in the Province, 


thut is the companies’ sales and procured from the 


Imperial Oil Refinery. 


matter of feet we will notatling Nort Weses r we. 


8S & 
Company, Limited, in any other? 
NO. 

In any other clessificetion? 


Noe 
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Which means they purchese all their requirements from the 
Imperial 011? 

Yes. 

Then we have on the next classification, for instance, I 
see Great West Distributors, Limited, and then in breckets 
aETAAVAD OS ROL re 

Yes. 

4 million odd, what does that mean? 

Well that is received from the British American O41 Company. 
Those are---« 

That is the total sales of the Greit Jest Distributors but 
received from the British smerican Oil Gompany. 


Yes, now we find Great est Distributors in one other place, 


at least, under the heading of "Lion Refining Company", and fina- 


ing the Great West Distributors down there at 51 thousand 
odd means what? 

That is part of the sales of the Great .iest Distributors 
but received from the Lion. 

All right, thank youe Nowlir. Appleton, will you look at 
the Exhibit "331" again and tell me wove. I would find the 
gasoline which was sold by the Texas Company of Canada, 
Limited, but purchased from some Alberta refinery? 

Sold by the Texas Company? 

Sold by the Texas Company? 


"ell for instance you look here---~ 


THe CHALTRMAN: They bought some from the 


Imperial. 
iiRe FRAWLSY: Yes, I think they bought some- 
thing from the Imperial? 


Yes, I believe around 62 thousend gallons. 
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that is something that I think you had better check, iir. 
Apploton? 

There might be an answer to that, probably there is, that 
the amount purchased from the Imperial was compensated 
for by something which you sold to them and used as a 
transfer, taken up that way. 

will you satisfy yourself about that? 

Yea. Diwill. 


And also about the purchases of the Texas Company from the 


Lion, I am told there was some purchased from the Lion? 


Yes, there was close to half a million from the Lion and it 


was mérely offset. 


Certainly this works out to the totsl, so it is just e case 
of explaining it? 

Lt is a matter of compensating one with the other. 

MAJOR LIPSHPT: What was bought from the Lion 
is in under this column . 

MRe FRAWLEY: where do you see that. 

laA JOR LIPSETT: The Texas Company imports 
from Montane, it comes in under that heading. 


MRe MACLIEOD: That would only be our im- 


portations. 
WITNESS: No, thet is what they sold 
to the Lion. 
wRe FRAWLEY: The 426 thousand is what they 
sold tc the Lion, no, there is just that gellonege with the 
Texas Company, you wiil do_that-plesse, Mr. Appleton, send 


you will come back? 


I will do thot - 
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Q MAJOR LIPSETT: lire Appleton, would you 
just explain the last figures in the Exhibit, for ine 
stance the sales by the Imperial Oil Company, Limited, 
31%? 

LA That is just the total of their own sales, not the sales 
that they sold to other sompenies, who in turn sold and 
the same with the British American following that. 

MR. FRAWLEY: j11l right, thatvis all then, 


Mre Appleton and I will speak to you again about this. 


(Go to number 9915) 
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RICHARD LOESCH SAUNDERS having 
been first duly sworn, examined by Mr. Frawley, said: 
Mr. Saunders, where do you live? 
I live in New Jersey, Sir. 
And where is your place of business? 
155 Bast 42nd Street, New York Gity. 
§nd what is your position? 
I am Secretary of the Texas Company of Canada Ltd. 
And is that the only office you hold? 
I am also Sacretary of the Texas Corporation and 
several other companies. 
I understand that, what is your position with regard to 
the International Refining Company of Sunburst Montana? 
I am Secretgry of the International Refining. 
Yes, and Secretary of the Texas Company of Canada Limited 
you told us? 
That is true. 
And Secretary of the Texas Corporation, the Texas Company, 
what are you with respect to the Texas Company? 
I am Secretary of the Texas Company of Delaware. 
ts that called the Texas Company of Delaware? 
Well it is a Delaware Corporation, it is known as the 
Texas Company. 
135 Bast 42nd Street, New York? 
That is it. 
Is there a company or firm or partnership known as the 
Texas Corporation? 
There is the Texas Coporetion which is a holding corporation. 
and what are you with respect to the Texas Corporation? 


T am Secretary of the Texas Corporation. 
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Q You are here to make a statement with respect to the 
Gompany, to the Commission? 
That is true. 
Mr. Macleod is appearing for your company? 
That is so. 
MR. J. EH. A. MACLEOD, K.C. My Lord and Mr. Commissioner 
this witness proposes to make a more or less zeneral sub- 
mission touching matters of the inquiry and will be followed 
by Mr. Meltabarger, the Dictrict Manager of the Company, who 
will deal particularly with the business of the company in 
Alberta and I think Mr. Saunders has what he has to say 
there and he can go right ahead, first he is going to 
explain the inter-relationship of these various companies 
and state how he will refer tc them, for instance a refer- 
ence to the Texas Gompany of Canada Limited will be called 
"The Texas Canada" as distinguished from the Texas Company 
in the United States. Mr. Saunders, if you will just 
go ahead with your story please. 

A The Texas Company of Canada Limited is a corporation 
created and existing under the laws of the Dominion of 


Canada. It was organized April 18th, 1928. 


THE CHAIRMAN: Mr. Mecleod, the book 
you have in front of you 1S) 8. 8ODy,. 1s) wad 

MR. MACLEOD: [t..is a copy, 2 am uot 
sure that he will follow it exactly. 

THE CHAIRMAN: “hat I was thinking of 
is, if he is going to follow it exactly, of course the 


reporter can make use of it as you say. En the first 
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instance he is doing so before pede Senki and 

the reporter could use it and we will be glad to have 

the benefit of your copy for interim reading before we 
get the report. | 

MR. MSCLEOD: All right, Mr. saunders? 
On or about December 19th, 1940 it was licensed to do 
business in the Province of Alberta. It does business 
only in the Dominion of Canada and engages exclusively 

in the marketing branch of the industry. Of its 
authorized capital of {3100,000.00 divided into 4000 
sheres of $25.00 par value stock, #10,000.00,400 shares, 
has been issuéd.e The issued stock is almost all, 389 
shares, owned by the Texas Corporation. The Texas 
Corporation is a corporation created end existing under 
the laws of the State of Delaware, United States of 
America. It was organized on August coth, 1926. It is 
strictly a holding company and engages in no operating 
activities. Of the authorized capital of ¢350,000,000.00, 
divided into 14,000,000 shares of 425.00 par value eech, 
p284,656,325.00, composed of 11,586,253 shares, is issued 


and outstanding, being held as of December 9th, 1958 by 


of 


86,118 stock holders, no one stock holder holding as much 

as 2% of the stock. The Texas Corporation holds prectic- 
@lly all of the stock of the Texas Company, the International 
Rofining Company and the International Fipe Line Company. 

The Texas Company is the largest of the operating subsidiaries 
the Texas Corporation. It is engaged in producing, 

marketing and refining activities in many of the states of 
the United States. It supplies to the Texes Company of 


Canada Limited practically all the petroleum products 
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marketed by the latter, some being manufactured at its 
Port Arthur, Texas, refinery and others being acquired 
from other affiliatos, including the Internetional 
Refining Companye It also is a corporation of the 

State of Delaware, organized on January 24th, 1927. 
Shortly after its organization it accuired the assets 

of the Texas Company, a Corporation of the Stete of 
Texas, which was thereafter dissolved and Texas of 
Delaware continued the operetions of that concern. 

Its operations are confined to the United States. 

Of the 150,000,000 of authorized capital, divided 

into 6,000,000 shares of 3:25.00 par value, all has 

been issued and is outstanding, practically all, 
5,999,985 shares is held by the Texas Corporation. 

It produces crude oil in the Cutbank anc the Kevin- 
Sunburst fields in Montana. A substantial amount of 
thé crude thus produced is refined by the International 
xefining Company. The International Refining Company 

is a Corporation created and existing under the laws 

of the State of Montana. It was organized on July 9th, 
1924. At that time no company in the Texas group had 
any interest therein. An indirect part interest, 
56.42%, was acquired on or about March <nd, 1928 when 

the Texas Corporetion acquired a m jority of the stock of the 
California Petroleum vorporation, a Virginia Corpor- 
ation, which company was then the owner of the California 
Petroleum Corporation of Montana, which in turn owned 
56.42% of the International Refining Company. This stock 
wag transferred to the Texas Corporation in Merch 1929 


and the balance of 43.58% which was then cwned by the 
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Ohio Oil Corporation was purchased by the Texas 
Corporation in February 1922. Of ano authorized 
present capital of $500,000.00 divided into 
900,000 shares of 41.00 par value each, all is now 
outstanding, of which the Texas Corporation holds 
499,995 shares. The International Refining Company 
owns and operates a refinery at Sunburst Montana, a 
boint about 180 miles south of Calgarye Practically 
all of the gasoline marketed by the Texas Company of 
Canada Limited in Alberta is manufactured by the 
International sefining Company at its plant from crude 
produced by the Texas Company and others in the Cutbeank 
and kKevin-Sunburst fields. 

some of the crude thus 
refined is gathered and transported from points of 
production to the Sunburst Refinery by the International 
Pipe Line Company. The International Pipe Line Company 
is a corporation of the State of Montana. ($ was 
organized on February 26th, 1954. Of gan authorized 
Capital of 4400,000. divided into 16,000 shares of 
a par value of »25.00 per share, 4150,000.00, 6000 shares, 
is outstanding, of which as of December cOth, 19388 the 
Texas Corporation held 5,994 shares. It operated, as 
of November 30th, 1938 as a public common carrier pipe 
line, comprising 60.64 miles of gathering lines in the 
Cutbank field and 28.9 miles of trunk line extending 
from a pump station located in south west quarter of 
section ll in the State of Montana to the sunburst 
refinery. Altnough this line is @ common carrier operet 


ing at rates and under regulations epproved by Govern- 
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mental commissions it should be observed it is more aptly 
to be described as a plant facility of the Sunburst 
xefinery, as its chief function is and purpose and the 
purpose of its purchase was to make available at the 
Sunburst refinery a constant supply of crude petroleum. 
Crude petroleum is gathered in the Cutbank field and 
transported to Sunburst refinery for refining purposes. 
The line was and is en essential link between the 
preducing operation by the Texas Company and the refining 
Operations of the International sxefining Company. 

At this point I would like 
to put into evidence, if I may, two charts, one of which 
Shows the information that I have just described and the 
other shows the operations involved in supplying the 
Alberta market of the Texas Company of Canada Limited. 

Q THE CHAIRMAN: “@ Will tako the one you 
have, what is that? 
Bb That is a column and chart of companies involved in 


Supplying the Alberta market. 


(CHaRT PRODUCED HERE MARKED 
AS EXHIBIT "S352". ) 


“ITNESS?: For the convanience of the 
Commission, for their use in knowing what these Exhibits 
are I have a larger chart of them here. If you care 


to see them as we proceed, it may be a bit helpful. 


THE CHAIRMAN: I think it is very desirable. 
WITNESS ¢ Fhis first chart ts “the 


chart which has just been introduced in evidence and shows 
the ownership of the Texas Corporation by 36,000 stock 


holders, the Texas Company ang the various companies which 
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heave just been described. 

The next chart which 
I would Like to introduce into evidence because I 
would like to give qa picture of the operations involwod 
in supplying the Alberta market of the Texas Company 
of Canada, 


(CHARP PRODUGED HERE M4 RKED 
4S EXHIBIT "333" ) 


‘-ITNESS ; On this chart you will 
observe that the supplies of refined products which the 

Texas Company of Csnadg receives arises in several 

Sources, the first is the crude of the unaffiliated 

producers and royalty owners in the Mid-Continent, 

Southwest and Gulf coast fields, which crude flows 

through controlled or uncontrolled pipe lines into 

the Port arthur refinery of the Texas Company; also 

from the Toxas Company, there flows the Mid-Continent, 

and Southwestern crude to the same source; the Cutbank 

crude flows through the International Fipe Line Company 

into the International Refining Company; the Kevin- 
Sunburst crude of the Texas Company. crosses over and 

comes into the line of the Illinois Pipe Line Company and then 
to the International Refining Company at Sunburst. The 
unaffiliated producers and royalty owners in the Kevin- 
Sunburst fields, the erude reaches the International Refining 
Company through the linesof the Illinois Pipe Line Company 
and the Texas and Pacific Coal and Oil Company, through 

those two pipelines and from the refinery of the Interne tional 
Refining Company at Sunburst and the refinery of the Texas 


Company at Port Arthur, Texas, come the gasolines, the 


ALAR Sea i mf eR AR 
fica ena “ty Dai 


Xi Sa He rh ie i! 
mee eee, (Amb 


BN thane dt ty Ha eae ee ‘eroahe sical ade | 
BMD ute arate _ gtibe ad ’ janice Pie ie Pao 


eta wee 
eta” tr hare F anit he iy iy tai 
, ane Oat ha ‘vt 


edt Baath jae La ee 7 

| pee aee et \ i wanes ott went 
AAS AoV.0 somadrio: sag wiitamt end) Mb, busy: ‘tenudane 
| 50 Bop ha: ‘gait be ed ont Aa, eatt: ous od at eomoe 
ART, 7 GIN @ idiot i. gad afi ‘Lenods eneatat ‘aa oF 


Si 
= 
— 

= 


ray oa etd ret & zi weheuen: cae ineubong bad aise 
peti GMOS Be Ae i, an wodione ‘abiorte at snblont stewudewe 
fmenins) win ty ag Lhe a aonbat alt Ti ee ont enon ‘YaaMOD | 

eins iets mad iad a ge Leak oath alate fae, pment Tatil bane 
Nika oT. DG reer ec efi see's hoe eonttogta, ont anes 
me ans. in keane ee nh ta) ewe te vega. antaited 

ath) pone omen ag eae eRe? <cMias ‘trot ve yoeqmod 


te | cA IIE Tif es ee \ Whe} tie teh 


G-1 
h 


Re 


Le 


Se) el ee 


caunders 


distillates, the lubricating oils and greases to thé 
Texas Company, and sold in turn to the Texas Company 
of Canada Limited. The Texas Company of Canada 
Limited also purchases some petroleum products, 
kerosenes and distillates and third grade gasoline 


in Alberta. 


( Go to Page 9923 ) 
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MR. FRAWIEY: Before you leave this, are 

you going to go inte them in any more detail to show 

us the percentage of other production as distinguished 

from your own produetion in Cutbank? 

I can tell you, Mr. Frawley, that our own production in 
Cutbank is about 2,000 barrels a day, and our ow production 
in Kevin-Sunburst is about 68 or 69 barrels a day. 


I mean, what 1 would like to get is the percentage of the 


run through the International refinery, which is Texas 


Company's crude, or crude which you purchase: at the 
posted price from independent prodwers. 

From these figures and considering that the rated capacity 
of that refinery is about 5,000 barrels, you can get it 
by deduction. i can gét it Lor you. 1 Mave nove ounine 
figures available here. 

Tl would like’ it at some stage, and I only Unterjecteqa net 
knowing if you were going to deal with it or not. TI do 
not want to interrupt you. But give us as exact a percentage 
as you can. 

An analytical study of the scope of the Inquiry leads 


inevitably to the conclusion that but three general 


questions are involved. Ye find these three questions 
in the four general subjects of inquiry. These four 
subjects are " (a) Adequacy or surplusage and efficiency 


of operations and facilities employed; (b) Reasonableness 
of costs ami profits ; (ce) Prices of petroleum and its 


derivatives; and (d) Advisability of interference by 


Government. 
The first three of these subjects 


may be consolidated. By this process the three general 


' 
’ 
T uy 


pists ian 866 og 


t 


CaP eats 


oR ae aTAe Ye 


a 
Ti dvey 


BRXST bb Mate Hentai 


Wet Es oe abiog at si wena a ebiort 
ON Neer es en Hioncioba ork ove 


3 
3 4 
wr Ry 
na 
ae 
ts 
; 
Ps 


aunts: Ys 
. ete 5 ¢ 
” p! ‘ = 
i me . 
Pie i yin FL yes 
t a 
a es A ae » Paves 
iv iG . (eel ek oy 8 


on | ti aUn ‘ig Ca Egg oF slog, one 


ig Sys i me } i") ar 


PS aorta! SHREE ‘Yale “side selsnt iia) ae: av ives. 
beiineaig’ obci tt ona anh ‘ot hevlownt nn ‘abo! Sheu 
tok oebdt Aearopat Xo’ oF det awa: Soteneg. bot odd ax 


isis heel ri by, eae 


enki obyss Boe” Er Scag 2 a: ‘gprs, ‘(wy ee. stool due 5 

faiienciisan a" Bape be pf ais Lant ‘boi. enatebesqo 26 

iv Wie isioWS ts eee ey {beets | baie. ad¥o0. Se 
cat “wowed: otras tt O° “i tide ‘thy Sus- “facvivaviaed | ape an 7 


4 
BPet tact: Side Meee A d ee - ed 7 : “ cae ‘RA + ty. oes “ oy y " Ab " ne 

ee ee He ede | ale F crit se ai . 
dive oni 3" Me eat: fi irk ban ip Mane eae. Be Wire sen a 
me ale Hey bx cag ot Oa ae ae LN ae =, mae SN 91 Peas f , Ad ha 
Tenodes ode prey sp one ieee HOURS Ti oat o aa Peas. | : 


-9924-+ 
Ri L. Saunders. : 


questions presented dre, first, waste. Is the petroleum 
industry wastefully conducted? Sedond, are the prices 

of petroleum products too high, and third, is it advisable 
for the Government to take over and operate distributing 
and marketing facilities, or to otherwise regulate or 
control any phase of the petroleum industry. These questions 
to some extent suggest an examination of matters outside of 
Alberta. Since the answer to our third general question, 
that is, whether it be advisable for Government to take 
over, regulate or control any phase of operations involved, 
depends to some extent upon the answer to the first, that 
is, whether the industry is wastefully c onducted, and 
second, whether prices are too high, and since waste is 
reilected).in: ‘prices,’ either by “pushing them too far; upward 
or depressing them too far downward, the implication is 
clear that the centre and circumference of the investigation 
is price. any Inguiry based upon prices of commodities 
involves more than an investigation of presently existing 
prices. It requires, among other things, a study of 

price trends and comparisons, and the economic and factual 
mechanics of price-making. We should enquire, for example, 
whether prices are the result of competition or arbitrary 
dictation; whether it is possible, eithr in a competitive 
or an arbitrary market, for prices of gasoline and other 
petroleum products to be fixed at high, unreasonable and 
arbitrary levels in the Province of Alberta, whether price 
performance over a long period of years has been such that 
the conclusion is possible that arbitrary price-making, 

to the detriment of the people of alberta, has been 


indulged in; and whether prices in Alberta have been affected 


“ait MS) tid la 
REAR ANS ohn ; 
bf a" he ye 

on ure f 

ioe 

oP 


r A pi © ee ‘ 


“fegees tt sd ae ee 
eatetm! i ae hihi 
mrt dd: et wade: pier ‘i Oo Bae 

mo a8 ica oO tae sane of ie 2 ° fe 

aap. meee vy Bete eek eating "i 
‘ati 2 abe ir big ie Pa an i es win te aheagies Be: e nom 1 
a py dehaitieg? Be Lai Be ot. owes on pat G 

eee ct wie 60: Siusekwbe, $6 he pies oe 
ied wisn bitteaye He onl ‘ue Lomtiee 6: neaaty ae 
“a ie hae) ‘ere aay pth TEBE ‘oat inbaw, tuadite.. pmo ‘OH 

hes, hots arhwe a Cheol mew al. patos: oar pe i” re i 


‘ 


ink Ceheiin fo ‘ea Gags eit: ‘oot! TS esolig salt ert, -baneoe! 


mn est Oo i fuk Ksndelied ete nee, Casa a A eave 
‘ beste oe 
ras ®t \ 


jv) : pire. ¥ oes ay Ae ‘dos aegttaenat fe, aes oe str 
hi ee ui sig ta APs o 6 “pintomes aeaiuier a1 | i 
miboakiios onaee Aiea Bde . oe Rinse bag AO, Sods eheiend: seorng | ‘ 
hanes et (ade sbi Rivoli on: ao Sila 36 eptinedeten | 
wns at J 1 Bey RO it amet To e6 or ‘oat ‘an sevizq “odd aebe. 
OE Akon : Sie 8 yaeat nd Oy: apes SL. pated. oDeaeED: sa 
Mol Bid oo LT Rae 0 eee iv ° ve OF +edten vrertttdts {Os 20% 
bier 6 foaioegaten sate Hoxts ot oh stachota avelorteq, 
Bias: +eitadw: seers tie Ye andy ort ont ith etewet went hdtB* 
hat ‘dees Hesissod eect a A) ido wot 8. t4¥0° sandurcoteg 


So Vkeeeding ore dfeed oad etredag & i gO ban Lorto 6 “ads: | 
Gaod asa" oS dP eee SHE to Praatages sat of - 
er'te i dys P iu eran PE + Ncrh fie ae” es iy g reid ante Aiea: ¢as eg tobi | : 


; ~9925- 

R. L. Saunders. 
by prices elsewhere, say, for example, in the markets of 
the United States, or whether, because of the existing 
conditions in Alberta, one may conclude that Alberta is 
a market unaffected by the general market conditions 
current from time to time in contiguous or distant 
territories. 

Furthermore, since the question 
whether or not whole or partial regulation of the petroleum 
industry by Government is advisable, is presented to the 
Commission for solution, some additional general questions 
based upon fun°amental principles of democratic Government 
arc likewise presented. 

The fundamental objection to all 
Governmental inferference with trade and with prices is 
te6, on the whole, the public) is best served by a stave yar 
freedom. It is not:in the public interest to have a 
business standardized or regulated by Government authority, 
except insofar as necessary to eliminate dishonest 
dealings and/or practices generally recognized 
as subversive to the public morals. Every unnecessary 
Governmental interference in common business life is 
harmful because it accustoms the public to expect the 
Government to correct every temporary maladjustment instead 
of letting the natural laws of trade todo it, as , it 
has often been said, they are quite certain to do when 
given the unencumbered opportunity. Is Government 
qualified and able to regulate industry as successfully 
as natural laws of trace now do it and have done it? 

Law and consequent regulation of industry thereunder, being 


by their nature restraint of freedom, should be based 
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upon provable necessity for protecting the public interest, 
and should not be based on speculation and surmise. Does 
a probable necessity for regulation of any phase of the 
petroleum industry exist? It is agreed, practically on 
all sides - except, of course, by those who seek public 
power - that Government regulation is inherently dnngerous, 
that it is often unsound to have Government Boards making 
regulations without assuming the responsibility for the 
results. Regulation, at best, is an attempt to generalize, 
and generalized methods of man's making do not and have 

not produced sound results. It has been said, and with 
much wisdom, that, at some stage in the history of a 
Government regulative body, regulation would be used for 
purposes that are either corrupt, political or doctrinal. 
These are productive of violent and extremely unhealthy 
results. “Therefore, a method of regulation should be 
found, when regulation is a provable necessity, which will 
he more effective in improving our economy than private 
enterprise has been and now is. Is there such a method? 
If there is to be Government regulation of industry ar 

or prices there should be (a) a Government possessed of 

the power to regulate successfully; (b) the necessity for 
taking such action; (ce) the application of a method which 
will eliminate discovered evils, improve existing conditions 
and prevent the production of other evils and (d} a 
certainty, not a speculative surmise, that the mthod thus 
selected will do a better job of improving the economy than 
a state of freedom would do. Another question, then, for 


consideration, is whether the performance of the industry 
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has been such and whether conditions are now such.in 
the petroleum industry, as to require Governmental 
interference, and, if so, whether the Government is 
possessed of sufficient power to regulate successfully 
by the use of an appropriate and workable method. 

These few questions demonstrate 
the advisability of making excursions into additional 
fields of inquiry lest the Commissioners reach conclusions 
based upon insufficient data and information. Conclusions 
if sound, must take all relevant factors into account. 

Now, what has been the growth of the petroleum industry? 
Way is the significance of that growth? What is the 
nature of the petroleum products, particularly gasoline, 
market in North America? Is it competi tive? 

Is it competitive in Alberta; as between Alberta and the 
United States and eisewhere? Is it an expanding market? 
Is it a down price market? What is the buying power of 
the consumers? What has been and is the quality of the . 
goods marketed? What is the significance of the nature 

of the market? 

Is it a function of the competitive 
system to make prices? Tf so at what level? In this 
connection, how are prices made? What effect, if any, 

have supply and demand upon price-making? are two parties, 
seller and buyer, required to make a price? Is price 
leadership, if any, the resu.t of arbitrary price dictation 
or the result of competition and economic forces which 
in fact make prices? Do prices in other markets have 
any effect on the making of prices in ALDSMtar le. oe 


funetion of the competitive system to effect uniformity of 
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price for approximately the same qualtity of commodity? 
If so, how and why? Is it a function of the competitive 
system to effect Simultaneous or approximately ‘simultaneous 
price changes? if so, how sand, why?. sls) ithautunesionsor 
the competitive system to makc marketers impotent to fix 
unreasonably high, arbitrary and artificial prices and to 
maintain those prices and survive? 

shat has been the performance 
of the competitive system in respect to price trends? 
In respect to prices in and outside alberta? In respect 
to gasoline prices as compared with prices of other 
commodities in Alberta, in Canada, and in the United States? 
In respect to product quality? In respect to costs over 
which marketers have jurisdiction and in respect to costs 
over which marketers have, no. jurisdiction, such és eee 
tariffs and.so forth? What effect, if any, do mass 
production, mass distribution and mass availability have 
upon prices? In this connection, what has been the effect 
of improved technology? 

Are prices, present prices - 
all economic factors and net simply costs am profits 
considered i unreasonable? If so, why? Are they 
unreasonable because taxes make them so? What taxes are 
imposed? What company costs and losses are involved as 
a result of. a company being made a tax collecting agency? 
To wuat use are tax receipts put? 

In addition to an endeavour to 
supply A Oar and evidence which may be helpful in 
answering these questions, Texas OComnany of Canada proposes 


to furnish to the Commissioners a complete history of its 
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operations in Alberta, and particularly facts bearing on 
the following matters - its organization and affiliations; 
general operations: its entry into Alberta and si bsequent 
Operations therein, including (a) what it has done and 
now does; (b) how it has acne what it has done and how 
it now does what it does; (ce) why it has performed as 
it has and why it now performs as it does; and (a) the 
results andeffects of its operations. 

We shall discuss the facts 
of the Inquiry suggested by these questions and by the 
questions propounded by the attorney for the Commission 
Piece LOLIOwLng order. The growth of the industry. 
The rature of the petroleum and petroleum products market 
in North America. The furctions of the competitive system. 
The performance of the competitive system. The effect af 
mass production, mass distribution and mass availability 
on prices, The reasonableness cf prices. Phe nicvery 
of the Texas Company of Canada Limited. Specific questions 
propounded by the attorney for the Commission. Governmentally 
imposed impediments to a lowering of prices. 

Tie growth of the petroleum 
industry has been phenomenal, particularly sime the 
turn of the 20th Century. The petroleum industry as 
we know it was not born with the Drake well and the 
kerosene Lamp, but withthe development of the internal 
combustion engine and the trick of hitching that engine 
to vehicles. The wnole story searcely covers a single 
generation. In the last half of the last century the 
principal function of the petroleum industry was to supply 
kerosene for the lighting of lamps md to some extent for 


the fueling of stoves. It, of course, did supply some cf 
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the lubricants then required, but relatively it was a 
small and insignificant affair. To-day petroleum and 
its derivatives are used on all sides and for many 
purposes. Approximately 2 billion barrels of petroleum 
products are consumed annually by world industries, 
transports, farms and homes. Gasoline, currently the 
product of largest utilization, fuels in excess of 
4) million motor vehicles as well as airplanes, tractors, 
stationary engines and other power plants. Second only 
to gasoline in volume of consumption is fuel oil, the 
source of power and heat. Other major products include 
lubricants, utilized whenever and wherever machinery 
operates; kerosene, the illuminant for millions of homes, 
anda, liong List of, other petroleum ‘derivatives. 

The growth of the industry 
has been more rapid and the importance to the people 
greater in the United States and Canada than elsewhere 
in the world. A writer has recently stated that "At the 
present time no other industry occupies a position of more 
vital importance in the affairs of the people of - the 
United States - than the production, processing and 
transportation of oil and gas. Through the invention 
and perfection of the internal combustion eng ine and its 
adaptation to land, water and air transportation, the 
domestic and industria: use of oil and gas as a source 
of heat, light and power, and the utilization of by-products 
of oil in every household, the social and industrial 
welfare and the defence of the nation against foreign 
aggression, have become dependent upon the continuous 


nroduction and transportation of an adequate supply of 
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oil and gas to meet the consumptive demand and the discovery 

and maintenance of adequate reserve for the future." 
Precisely the same statement 

could be made in respect to the Dominion of Canada, the 


only distinction, as we shall later see, being that the 


United States has not been and is not now dependent upon 


any other country for the supply of its petroleum products, 


while the Dominion of Canada has occupied and now oceupies 
apgirirerent role. “In spite or the fact that within tue 


borders of Canada the raw material is not as available 


as in the United States, the Dominion has never suffered 


for want of petroleum products, having acquired as and 
when needed all the raw material, as well as refined 


products that it could’ use. 


In 1936 the per capita 


consumption of petroleum products was greatest in the 


United States while Canada was a close second. 


At this point £ would like to 
introduce in evidence a table and chart, that go together, 
showing the motor vehicle registration in the United States. 


(DCCUMENTS IN QUESTION ARE 
NOW MARK™D EXHIBIT "334". ) 


THE CHAIRMAN: I suppose you have not copies of 


these Exhibits, have you, that are going in? 


MR. MACLEOD: Yes, my Lord, we have copies. 


I can supply you with copies of these. Mr. Frawley has 


a copy of everything that is going in. 


THE CHAIRMAN: Yes, all right. We would each 


like to get them if you have them. 


MR. FRAWLEY: This is all mew to me. sasvity is 


to your Jordship. I think you had better have the book 
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that Mr. Macleod gave me this morning so that you can 
follow it more closely, unless as each one is put in 

it can be handed up to you. 

THE CHAIRMAN: Yes, you had better have the 
book. All right. Now, Exhibit "334" is as table and 
chart. 

MR. MACLEOD: I think I can supply you with 

@ lot of the stuff. Here is a second copy. Then everything 
is on this easel FOO. 

THE CHAIRMAN: Are you leaving that, is that 


eOInes in? 


MR. MACLEOD: We can do so. 
THE CHATRIMAN: Because that’) Pthink is wery 


valuable, as I am appreciating it. 

A Wevean ido that... "f had not intended’ tovdord tani ui aure 
Commission will like it ie will do so. 
THE CHAIRMAN: It is so clear and graphic that 
VE you ‘can---=- 
MR. FRAWLEY: I suggested this morning that 
each thing should be marked as an Exhibit and left with 
the Commission. 

A Well, Mr. Frawley, I have volunteered to leave it with 
them. 

Q AS we go along with them so that we will know which thing 
ia which Exhibit, that is all. It is on’y a circumstance), 

whatever is most convenient to the’ Commissioners. | 

[THE CHAIRMAN: as you put in the Exhibits 

they will be found in there? 


A Iwill turn to them. They will be in the same order as I 


put them in. 
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estes 


His CHAIRMAN: Well, Mr. Frawley, I was 
thinking too far in the future, but for the purposes of 
reporting, they might want to speak of these individual 
Exhibits and not want to diseuss the whole book. Now, 
if the paging of your book were numbered. 

MR. MELTABARGER: They are. 

MR. MACLEOD: The question is whether the 
Exhibit numbers should be put on the big book or on these. 
MR. FRALEY: Yes, and I was suggesting that 
the big thing should be the Exhibit. 

THE CHATRMAN: ‘hat do you think, Mr. Macleod? 
MR. MaCLioD: I thought it would be more 
convenient to have the small ones marked but it is just 
whatever your Lordship likes. Perhaps it is better. 

There are only two or three alreacy marked so that you had 
better mark them on the big one. 

THE CHAIRMAN: i think so. 

i Your <ordship, using this as: the Exhibit. \itnere te enoGiy cry 
much use in my passing in the small ones, is there? 
THE CHAIRMAN; No, that is quite rigat. 

A It might save time i presentation if I am not to be 
pothered by stripping them down. 
THE CH.IRMAN: Yes. 

A These Exhibits are introduced to show the tremendous growth 
there has been in the automobile registrations and its 
effect on consumption. In the United States in 23895 
there were but 4 passenger automobiles. At that time 
there were no motor trucks, nor, so far as we have been able 
to determine, were there any automobiles of any kind in | 


Canada. By 1904, the year in which motor trucks were 
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first used, registration had opened up to 54,590 an 
approximately 55,000 cars in the United States,and Canada 
at that time, which I will show later, unless you would 
like me to introduce the chart now? 

MR. MACLEOD: You had better not do that until 
you finish. Perhaps you had better finish with the United 
States. 

A In the period intervening from 1904 to the present Te aumoer 
of vehicles in the United States and Canada has increased, 
with only few exceptions. For a while it nearly doubled 
every five years. So that when you get down to 1937 there 
are resistered in. the United. States,.25.,449:924 cans vang 
frc0b 296. trucks, ior a@ total .wegistration of sa 9uOonecO 
vehicles, which, of course, has been subject to some 
fluctuation, as you will note. It starts out here along 
about 1904 with a line that is hardly distinguishable and 
there was a very gradual rise until we get into the 1929 
period, and then, of course, the effects of the depression 
years show the toll, and then it begins to come up again 
and 1934 ,. 1935, 1936, .end 1937,. to. a high peak, ana airuck 
registration has been just aboubl Similan... The) -troek 
registration is shown by the horizontal lines on here. 
Now, I weuld like to introduce the same infermation and 
introduce charts for the Dominion. 


THE CHAIRMAN: That iwLLl ope "645". 


(DOCUMENTS IN QUESTION ARE NOW 
MARKED EXHIBIT "335", } 


A Our earliest records are in 1904 for the Dominion, and 
show 535, cars registerei and while it does not follow 


exactly identically the trend in the United States, it 
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follows substantially that trend. In 1937 there were 
1,106,012 oars, and 205,688 trucks, and 11,102 motor cycles, 
or a total registration of 1,319,702. On this chert the 

wide bars represent the passenger car registration in the 
Dominion and the black bars represent the common vehicle 
registrations. This has had the seme trend as the chart 
which showed the United States. In other words, it ran to 

& high point and it came down in these years and then went on 
again to a new high. I think I would like to mark as an 
Exhibit the same information for Alberta. 


(DCCUMENTS IN QUESTION aRE NOW 
MARKED EXHIBIT Waele Ai 


In Alberta the registration of all motor vehicles hus not 
you weacned the: \b980 firure) of LOI: curs euaiiiouwsE 
it was closely approximated in 1937 with 100,334 cars. 
The purposes of showing the chart is to indicate the trend 
has been the same in the United States, inthe Dominion of 
Canada and also in alberta. 

In spite of the fact that the 
Unitea States for years has produced far in excess of one- 
haif the world's supply of crude petroleum, it has also 
imported substantial quantities of the matcrial as will 
hereafter appear in greater detail. More crude was run to 
stills in the United States in the years 1926, ) 1928. 1920) 
1931 and 1932, than was produced in that country. In the 
United States imports, however, have been less than 10% 
of its total supply - both for domestic and export demand 
for crude and its derivatives, since 1933. In Canada the 
situation has been radically different. Insufficient crude 
has been produced in the Dominion to satisfy the Dominion's 


demand for petroleum products. In consequence, Canada 
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has been dependent upon foreign countries for a substantial 
part of its crude supply. Canadian consumption of foreign 
crude oil from 1926 to 1937 has been substantially more 
than 90% of its total supnly. Alberta likewise until very 
recent times has been almost entirely dependent upon 
importations of crude petroleum, and while no statistical 
data are available to show Canadian imports for Alberta 
separately prior to 1936 it is known that those imports 
were substantial. 

Li would. bike to introduce (wif I 
may, into evidence, a table and chart showing the crude 
oil importations by the United States. It shows the number 
of barrels each year and the percentage of current supplies. 


(TABLE AND CHART IN QUESTION «RE 
NOW MARKED EXHIBIT "337", ) 


THE CHAIRMAN: Both pages? 

A One is a chart, your Lordship, and the other is the 
tabulation. I think we have been putting them in as one 
Exhibit. 

THE CHAIRMAN: Yes, all right. 

A I would like to introduce the same character of information 
for the Dominion of Canada, one part of the Exhibit te ing a 
tabulation and the other a chart graphically showing the 


importations. 


(TABLE AND CHART IN QUESTION «RE 
NOW MARKED EXHIBIT "338.") 


(Pago 9937 follows.) 
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WITNESS; Then I would like to give 
you the same sort of information suggested for two years 
for Alberta, which indicates a very sharp drop in the 
foreign crude which is imported into the Province. 
(CHART HERI PRODUCED MARKED 
AS HEHLTBIT | °339")., 
WITN SS: IZ would like to introduce 
in evidence, without making any comments because I think 
it will be helpful to the Commission, a chart showing the 
crude consumed in Canada, divided by years cf Canadian crade 
and imported crude and the percentages shown in tabular 
form and in chart form. 
THE CHAIPMAN: That is the erude consumed 
in Canada? 
Yes. 


(CHART PRODUCED HERL LIARKED 
AS SXHIBIT "340"). 


WITNESS: And I have the same infor- 


mation for the Province of Alberta for two years. 


(CHART PRODUCED HERE MARKED 
AS EXHIBIT "341"). 


WITNESS: As the automobile multi- 
plied the gasoline produced from crude oil run to stills 
in the United States gradually and ultimately supplanted 
kerosene as a primary product of production and the total 
crude run to stills in the United States, production of 
gasoline increased from 10.33% in 1904 to 18.18% in 1914, 
to 35.99% in 1927 and to 44.08% in 1936, due partly to 


the demand and partly to the improved effect of the 


skill with which crude was refined. 


I would like to introduce 


in evidence at this time a table and chart which shows the 
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2 
gasoline, motor fuel preduction, in thousands of barrels 
for the United States from 1918 to 1957 and which for 
the convenience of our Canadian neighbours has also teen 
collectad and put in the equivalent of Imperial baxrels 
which is charted,which depicts the same information. 

(CHART PRODUCED HEKE MARKED 
AS EXHIBIT "342"). 

Q MR. FRAWLEY: In your table, No..17, mr. 
Saunders, is what we call "Tractor Distillate", is that 
in there? 

4 I would say "not". Tractor distillate, you may have used 
here, Mr. Frawley, before it was used in the United States. 
I do not know when it came into the United States. I would 
Bay it was around 1947 when it ::eally became important down 
there. 
“DR« FRY: A little before that. It really 
does not represent a product which can be separated out in our 
statistics because it usually is included under the heading of 
gas oil than a8 a @istillate and there is no distinction between 
tractor distillate and a similar product used for heating or 
any other purpose where that quality would be used. It is 
not therefore considered in our refinery statistics asa 
motor fuel. 
WITNESS: I think that probably answers 
you, Mr. Frawley. 

Q WR. FRAWLEY: Do you agree with what Dr. Fry 
says? 

i Yes, I agree with what Dr. Fry says. Now I have similar in- 


formation for the Dominion snd for the Province of Alberta, 


the source the Dominion Bureau of Statistics. 
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a liRe FRAWLEY: Number 18 you are speaking 
of now? 

A That is true. The black line in this churt represents the 
Province of Alberta and the whole bar represents the whole 
of the Dominion. 

(CHART PRODUCED HERE WARKED 
AS SXHIBIT "346"). 
WIT NuSS: We have similar information on 
one table and one chart for the kerosene production in the 
United States and in Canada and in Alberta. 
(CHART PRODUCED HERE MARKED 
AS SXHUBID 344"). 
Q MR. FRAWLEY: Now, Mr. Saunders, there is a 


Similar situation there, your United States figures would 
be essentially lamp oil? 
A well that is true, iire Frawley, except in the United States, 
and it is probably the reason why this United States total 
of kerosene shows an increase, while the Alberta and Dominion 
shows a decrease; there is a great deal of oil sold as range 
oil, for heating aad not for lamps; that is particularly true 
of the United States: 
Mire ie burning oll? 
It is used for burning and lighting both, it is a light kero- 
gene oil. 
Q I do not know, I am just asking, there is a great deal of 
fuel sold as tractor kerosene, the barvtéla which you list hore 
for Alberta, just what is that product, do you know? 
Phat so far as I know is what we call kerosene and what we 
would call kerosene would include any kerosene : used for 
whatever purpose you choose it for. Of course I do not know 


the uses you make of these products in Alberta. The sources 
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ave from the Dominion Bureau of Statistica. 

It is just a matter of practical importance, you say we 
Produce 6,000 barrels of kerosene in 1936, 109,000 in 

19357 

No, pardon me, sir, you will notice thet is in thousands of 
barrels, that is 109. 

109 thousands barrels; and 6 thousand barrels and 104 
thousand barrels? 

Yes. 

Well now it seems to me this, it is the same as 109 and 104, 
it must be 109 thousand and 104 thousand. 

MR. WACLEOD: That is right. 

MRe FRAWLEY: Dr. Fry suggests the classifi- 
cations may have been shifted. surely there was no such 
break in our production of either illuminating kerosene or 
tractor Kerosene? 

Tawi, ek you what we will do, we will check the sources 
and let you know about it. 

MR. PLOTKINS: I was just going to point 
out, until a very short time ago there were no kerosene 
distillates on the Alberta market and tractors used lamp 
kerosene, so the Dominion Bureau of Statistics may have, 

and I think have included tractor kerosene and then when 

it became available, when it was used fora multitude of 
purposes, these others. 

WITNESS: dell the total crude run to 
stills in the United States, lubricating oils, increased 
+n volume tremendously from 1934 to 1938; lubricat ing 

oils from 1932 to 1938 decreased in Alberta and did not 
reach the 1935 production level until 1957. In Camda the 


crude run to atills follows substantially the same course 
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80 far as I know. No lubricating oil has been produced 
anekiberta. I would like to tntroduce sia 4 lubricating 
picture at this time. 
(CHART PRODUCED BY WITNESS 
HbRG 2AnkKbD AS EXHIBET 
"345") . 
WITNESS: On the chart the whole bar 
represent the United States and the black bar represents 
the Dominion. I have similar information for gas and 
fuel oil in the United States, the Dominion and Alberta, 
which I will introduce in evidence at this time. 
(CHART PRODUCED HERE MARKED 
AS BXHERETHVS46%))% 
Q MR. FRAWLEY: I do not like to be inter- 


rupting you but there again you will see, you will have to 
explain these terms, gas and fuel oil, do you mean gas oil 
and fuel oil? 


A Gas oil and fuel oil. 


Q fuel oil in this Province means gasoline for taxing pur- 
poses, so if you would perhaps say what that means, are 
those refinery statistics? 

A These are refinery statistics from the Dominion Bureau of 
Statistics for Canada and Alberta, the petroleum industry 
in Alberta, and I will endeavour to find out exactly what 
is included in that 382 typousand figure in 1937. 


Yes, now then one other thing about this Exhibit, you show 


Q 
the U-§- barrels in 1937, 458,770, Imperial barrels 
382,308, what does that mean? 

A Well that is a conversion of the United States figures 


here, the Imperial barrel figure and the United States bar- 
: 


rel figure is different. You have 20% more in your gallon then 
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Q, Our gallon, yes, but our barrel is a barrel? 

Noe 
MRe MULTABERGER ; 55 gallons Imperial and 
42 U. 8S. 

Q THE CHAITHIAN: But when you speak of a 
barrel in the United States and you speak of a barrel 
here, you mean the same thing, do you not, I mean one of 

the experts told us so, is that so? 
luRe MULTABERGER: There are 42 U.S. gallons in 
a barrel and ¢5 Imperial gallons. 
Q Re FRAWLEY: But it is the same quantity, it 


is the same anount, it fills the same cubic space? 
WITNESS; If that is right then in 


that case that should be stricken from the Exhibit. 


MRe FRAWLEY: I do not know what that 
means. 
THE CHAIRMAN: Now we are speaking of 


Exhibit "346". 

WITMLSS: de are speaking of these 
Imperial barrels. You see we have it in U.S. barrels 
and the point is made that the United States barrel and 
the Imperial barrel are the same so that this would be 
entirely surplusage and entirely erroneous. 

THE CHAIRMAN: Yes, in Exhibit "346", the 


column "Imperial barrels” should be struck out and that 


is all. 


WITNESS: YEBe 


MRe FRAWLEY: And the sane in ixhibits 


"344" gna "345" and perhaps in some others. 


THE CHAIRMAN: Wherever "Imperial barrels" 
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is, we know it is in in error. 
MRe MACLEOD: . That is “Imporial barrels"in 
the"United States" and not in Canada, is that right. 
THE CHAIRMAN: I would just like to be clear 
on this. we have been told, we asked about this and we are 
told that while there is a difference in gallonage yet when 
you get down to a barrel in Canada or a barrel in the United 

States you have the same quantity of oil within the barrel, 
there is no question about that, is there? 
MRe MACLEOD: No, quite right. The barrels 
in both places would be the same but what I was asking Your 

Lordship about was what should be stricken out, just the one 
column. Your Lordship said "wherever Imperial barrela” 
ocours but you will notice it is over here. 
THE CHAIRMAN: Oh yes, I refer to the column 
where they purport to translate U.S. barrels into Imperial 
barrels. 
MR. MACLEOD: Yes, Imperial barrels under 
"United States". 
THE CHATRAN: Yes. 
WITNESS : Then I would like to introduce 
jn evidence a chart--<- 
THE CHAIIWIAN: ida jor Lipsett made the sug- 


gestion, iir. wacleod,. these, I suppose were worked out in 


They were not calculated on the 


\ 
x 


barrels in the beginning; 


basis of the United States galisns? 


A Bo. | 
iter k RLS He starts in with the United 


States barrel which has 42 US.» gallons per barrel. 


which Would be the same as our 35. 


MR. MULTABURGES : 
45 Imperial. 


DR. FRY: 


Tits CHAIRMAN: all right, thank you. 
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WITNESS : The next is gasoline 
imports in the United States, Canada and alberta, which 
I would like to introduce. 
(CHAREF PROLUCED BY THE 
“ITNESS HERE MARKED 4S 
ALB TE aye 5) 
MR. MACLEOD: The third column will 
come out of that too. 
WITNESS; This is the column you 
are speaking of. 
THE CHAIRMAN: Mr. Macleod, I think 
the most convenient way, and it should only be done by 
your witness, so that no one else would be touching his 
charts, it would be most convenient if you and he could 
strike out whet is to be tsken out of these Exhibits. 


We could direct the reporter to do it but I do not 


want any possibility of error as to what you are putting 


ine 

“ITWESS : I will” be very’ glad’ to 
do it. 

MR. MACLEOD: Wwe Will go through them 


and scorrect them. 

THi CHAIRMAN: Then Exhibit "347" is? 
Gasoline imports in thousands of barrels; no available 
figures that I have for the Province of 4lberta, 

depicted in tabulated form and also in chert form. 

THE CHAIRMAN: So that would be U. S. 

and Canada? 

Yes, and I have the same information which I would like ---- 
THE CHAIRMAN: There are two sheets? 

Yes, the chart was one sheet and the tabulation was another. 


MRe FRAWLEY: Perhaps it should be 
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understood, you say it is not available, your Bxhibit 
"347", the tmportations of gasoline into 4lberta are 

not available, you have not been able to find them in 
these Dominion statistics? 

That is true, Mr. Frawley. They are not available to 
me, I do not know whether you will have them or not. 

You did not apply to the Provincial Secrotery of Alberta? 
Oh,no, I am not saying that you do not know, that the 
Provincial Government does not know. I am saying they 
were not available to myself. 

That is out of these statistics which you have had avail- 
able? 

Yes. 

Yes, Mr. Saunders? 

I think, Your Lordship, that these kerosene imports should 


be marked in evidence. 
(STATEMENT PRODUCED BY THE 
SITMBSS HERE MARKED 4S 
EXHIBIT "348%, ) 
WITNESS: I have the same information 
in regard to lubricating oil imports, which should be marked 
as an Exhibit. 
(STATEMENT PRODUCED BY THE 
‘ITNSSS HERE MARKED AS 
EXHIBIT "349", } 
“TPNESS: And the last set of charts 
tn connection with imports is the gas and fuel oil imports, 
which I would like to place in evidence. 


(STATEMENT x+RODUCED BY THE 
“ITNESS HaRe MARKED AS 
EXHIBIT 350°.) 

“ITT NESS: AS a complexent to the 


inerease in production in the refinery, sales of petroleum 
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products increased at a rapid pace in the United 
States every year except one or two for the period 
during which we have continuous statistics, during 
the time when statistics are available, showing the 
increase in the consumption of gasoline over the 
preceding years, while in Canada the rocord of 
motor fuel consumption, while it has been exactly 
the same as that of the Unitod States, it has been 
substantially smaller and I would like to show that 
also by @ chayt which shows a tabulation of gasoline 
consumption in the United States, Canada and Alberta 
and also depicted graphically. 

(STATEMENP 43ND CHAR? 


PRODUCED BY ':ITNESS HERE 
MARKED AS EXHIBIT "351". } 


(Page 9947 follows.) 
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You will observe from the chart the tremendous increased 
consumption as I mentioned. The. whole bar represents the 
United States. There was a drop-off in the years 1932 
and 1933, but since then it has gradually gone on to a 
new high peak. The Canadian consumption is a combination 
of the black line and the other line. It is very hard 
because of the scale of the chart to get the Alberta line. 
The 1922 tables were made up from information we could 
gather, but we did not have any infomatdon on the motor 
fuel consumption in Alberta. As far as gasoline,goes, 

we have only had it from 1932 to 1936, because in 1936, 

a tax was imposed on oil fuel, and we have not got a 
figuration between gasoline and the other. Nevertheless, 
there is an increase in oomsumption from 1922 to 1930. 
from 1930 to 1933, there was a very serious decline, ar 
it started to go up again about 1954. I have the same 
informe tion which I would like to introduce in evidence 


as to the consumption of kerosene. 
(KEROSENS CONSUMPTION TABLE 
AND CHART &2R@ NOW MARKED 
Exe TBI 7o5e"4 
MR. FRAWLEY: I wonder if, in order to keep the record eleaer, 
you notice there is a big jump between 1935 and 1936 in the 
Alberta consumption of gasoline, from 1,342 barrels to 1,602 


barrels. Are you aware of the reason for that very decided 


increase there? 


Mr. Frawley, I am not. 
Well, it does not serve any purpose, but I think the 


explanation should be on the record here. It was in thet 


year, some time in 19356, Anril sro. o0G.  Giak s Uie 


definition on taxable products was increased to include 
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everything that could generate power in internal 
combustion engines, even including lubricating oil, 
which had to be exempt because, theoretically tt is 

the definition of fuel oil, under our Statutes. | 

There was a change in the Statute, 

Yes, a change in the definition of the taxable product~ 
E would like to introduce in evidence the lubricating oil 
consumption in the United Stated and Canada, both by > 
tabulation and chart. 


(DOCUMENTS IN QUESTION HERE 
MARKED AS. ZARIBIT ("353") 


THE CHAIRMAN: That is the last Exhibit? 
Lubricating oil consumption. 

Oh yes? 

Also gas and fuel oil consumption. 


(DOCUMENT “IN: « USSTIGN HERS 
MARKED EXHIBIT - 3547) 


THE CHATRVAN ; Gas? 
MR. FRAWLEY: That is the refinery statis- 
tics again? 


That is true, 


THR CHAIRMAN: Is it gas? 
MR. FRAWLEY: No, it is gas oil and, fuel oil. 


The caption is a little misleading. Gas oil and fuel oil 
consumption is how it chould reade 

Theat is right, 

Gas oil? 

Yese 


Ali right? 
The facilities of distribution likewise increases These 


facilities, composed of terminals - usually located at 
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tide water,. although there ars some very large land 
terminals - wholesale bulk nlants and service stations, 
and retail outlets have been increased for two reasons * 
convenient distribution to satisfy a rapidly increasing 
demand required, so it was thought by those who were 
distrivuting petroleum >roducts, increased fociliti¢s 

in order that a proper service of wstouers could be 
maintained. Two, during tho veriod of rapid expansion in 
the industy, more and more yneople entered the busine ss, 
and as this occurred, naturally additional facilities 
were added to those already exisiting. In 1900 there were 
very few terminals in existence, no bulk plants such as 
we have today, and no service stetions. Such gasoline as 
was then beins marketed, was marketed in the blacksmith 
shop or sold py the grocery=man. fFetroleum »vroducts 
generally were being marketed through stores largely 
devcted to the selling of other commodities. The first 
gasoline pump was installed in 1902 end the one ad two 
cylinder gasoline buggies drove up to the corner grocery 
for casoline. ‘hile the gasoline punp wes operated by 
hand, it proved to be a much faster way to dispense 


gasoline to the impatient motorists, who, by 1907, 


totalled 142,000. It was in this year that in certain 


areas, automobiles having increesed in such numbers as to 
$ ~ 


justify a s3parete nlace of business devoted exclusivaly to 


the motorist, and the first service stations were constructed. 
+ 


Our history is a little 


cloud:@ as to where the first servic: station was built. 


Records disclose, however, that five cities are able to 
8 » 


claim the distinction of the first service stetion; 
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St. Louis, Missouri; Pittsburg, Pennsylvania; Vancouver, 
British Columbia; Houston and Dallas, Texas, By 1920, 
there were some 15,000 service stations in the United 
States, and a substantially lesser number in Canada, 
but nevertheless, they were by that time being constructed 
in the various localities where automobiles were being owned. 
Today, bulk plants can be found in almost every town of 
almost any size, both in the United States and Canada. 
Service stations dot the land. In addition, persons other 
than service station operators, not exclusively engcsged in 
the marketing and distribution of petroleum products, 
sell petroleum products in conjunction with the gale of 
Nnther commodities and materials. ‘There are no authori- 
tative atatistics revealing the ourecise number of bulk 
plants and service stations no in the United States and 
Canada. There are, however, several thousand bulk ovlanis 
in each country and it hes been estimated that there are 
in excess of 300,000) service stations and other retail 
outlets in the United States and in excess of 20,000 in 
Canada. 

The Attormey for the 
Commission in his opening statement said that there were 
920 mromeceie distributing licenses outstanding in Alberta. 
He stated further thet of the existing bulk plants, Imperial 
operated 283, British-American 209, Great Western 127, North 
Star 87, Maple Leaf 96, Texas Lb? Arctic 12, Gas ‘and Oil 


products 11, Lion 7, Union of Canada 5 and McColl-Frontenac é, 


and that a total of 26 wholesalers operated one station each. 


Before the advent of the auto- 


few people engaged in the petroleum industry 
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and relatively few companies. Though out the y32ars, more 
companies and more people have entered the industry in 
its various phases, This is true in the United States 
in Canada, and in Alberta. ‘le do not have precise and 
accurate knowledge concerning the number of companies and 
people engaged in the various branches of the industry by 
years and consequently cannot furnish to the Commission 
accurate infumation on this score. In 1937, it was said 
that there were 540,000 producing wells in the United 
States o ned by "uncounted thousands of individuals ami 
companies.” 
In 1934 it was estimated 
that there were apvroximately 300,00 persons engaged in tie 
retail marketing end of the petroleum industry at that time, 
amd it has been estimated that in excess of a million persons 
were engaged in the industry in thet country. 
Naturaliy the number c@ 

companie s and persons engaged in the imustry in Canada 
is not so extamsive, but they nevertheless are quite nunerous 
and have become increasingly so as the imustry has expanded. 
This is likewise trus of Alberta. Our story would not be 
complete without the addition of supply and demand data, 
using crude oil and motor fuel for illustrative purposes, 
which show as well, perhaps, as any other thing can the 
growth of the industry and the rate of that growth. 

| I would like to introduce this 


ehart if I may and able showing the crude oil supply 


and demand in t“2 United States. 
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A I have the same information for gasoline demand in the 

United States as well as the erude oil demand, which I 

would like to have marked in evidence. 

THE CHATRMAN : Ts: “bhi stor ithe United States? 
A Yes, it is the gasoline demand in the United States, 


(DOCUMENTS IN QUESTION HaRE 
MARSED EXHIBIT 3567") 


A I have the same statistics for the Dominion of Canada. 
They are self-explanatory, thu charts and the tables. 


(DOCUMENTS IN UESTION HERE 
MARKED EXHIBIT 3577) 


A I teve similar information for the gasoline supply and demund 


for the Dominion of Canada. 


(DOCUMENES IN QUESTION HERE 
MARKED EXHIBIT ‘358") 


TH CHAT RMAN : Exhibit "S57" is the crude 
oil supply and demand for the Dominion of Canada, and 
Exhibit "358" is the gasoline supply and demand? 

A Yes. There accompanisd the rapid and extensive growth 
of the petroleum indcustry in North America: 


Le The establishment and continued maintenance of 


intensive competition among the various units in the 


industry. 


2 A technological development making possible improvements 
e 


(a) in exploration for and production of oil; (b) in the 
refining of petroleum, (c) in the transportation of petrol- 
eum and its products and (d) in the marketing and distribu- 


tion of petroleum and its products. 


3, A development of mass production, mass distribution and 
e 


mass availability through advertising and sales promotion. 


4 The creation of a new and valuable source of government 


revenue e 
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Se The establishment of a mrket Wiich by its neture 
created a pressure on prices, particularly the prices 

of gasoline, to keep them at the lowest possible level. 

The furnishing to the Dominion of Ganeda and its provinces 
of sufficient petroleum and the products thereof, » make 
the Dominion of Canada the second largest per capital 
consumer of petroleum products in the world, in spite of 
the fact that the Dominion, in order to thus rank, has 

had to import the bulk of the orude petroleum used by it, | 
and substantial quantities of petroleum derivatives. 

The development cf low- 
priced automobiles and their availablity in increasing 
numbers throughout the years created, .as we have shom,. 

a tremendous demand for petroleum and its products. . 

Ve have also demonstrated that this created in turn 

Oo: ortunities for more and more peopie to enter the 

business of producing, refining, transporting and distribut- 
ing petroleum and its products. Large and increasing numbers 
of peonle engaged in each branch of the industry as the years 
passed. Competition, as a result, became more and more 
intensive, being more pronouneed, naturaliy, in the more 


populous centers where the demand for petroleum products 


/ 


and, particulandy, gasoline, was more pronounced. 

It would not be necessary to 
mention the fact of the existence of commetition, were it not 
for statenents sometimes made that it, in fact, does nd exist. 
In 1934 or thereabouts a comprehensive study of the subject 
was initiated and aftcr intensive research, particularly 
concerning conditions in the industry in the United Stetes, 


the existmce of competition was confirmed. 
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PDL act wat wes saiqu yee. 
"All along the oil front there is Over-competition - 

& competition vhich operates in a free, open and national 
market. Yet this unpatterned competition still wants 
shaping to the larger necessities of the oil industry." 

The Attorney for the Commis- 
Sion in discussing the number of bulk plants in Alberta 
stated that "the situation has grow up es a result @f 
intensive and unrestricted competition.” It would seem, 
therefore that there is no necessity, further necessity for 
dwelling upon the omstant presence of competitive forces 
in the industry. e@, therefore, shail turn our attention 
now to some gd the significant facts this constant presence 
has disclosed. 

The principal characteristics 
of competition in refining has been ths amazing improvement 
in the quality of all refined products and in the pressure 
to improve refining technique so that the higher quality 
products may be manufactured in larcer quantities at the 
same or decreasing costs. Business would be stagnant 
unless goods manufactured were sold and thereafter consumed, 
The salesman is the menufacturer'ts ambassador to the reseller 
In a competitive market the salesman must 


and the consumer. 


convince the buyer that the goods offered will serve the 


buyer's pruposes in all respects. Since sales efforts are 


directed toward conviction, competitive selling is a debate 


among several salesmen - with the buyer as judge. Competi- 


tors, therefore, are engaged, in respect to each prospect, 
? 


in a constent struggle with each other for patronage that 


only one can get. Competition for one sale resmits in 
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success to one competitor and loss to all others. - But 
as there are many buyers in a market, each competitor, os 
& matter of facet, succeeds som tines and fails sometines,- 
The competitor who succeeds more often than he fails or who, 
though failing more often than he Succeeds so far as number 
of accounts is concerned, taintains his position by maintain- 
ing the volume of goods sold, is a successful competitor, 
provided his eiforts result in profit. 

Naturally, all competitors 
are interestcd in profitableness, but where competition is 
intensive the p ofitableness of sales is not always the 
moving force of some competitors. Profitableness often resulgs 
because large volume movement of goods results in lower 
costs, In other words, profitableness in the petroleum ind- 
ustry has been possible in visw of the intensive competition 
in the industry because the industry h:s been able to Lower 
its cost by, among other things, marketing its goods in 
increasingly large volume. «As a consequence, the comneti- 
tive struggle ,has, in fact, been a "race for gallonage."” 


And the race for gallorm ge has been a means of moderate 


profits. 
One of the chief character=- 


istics in the competitive struggle in marketing petroleum 


t fe! Derr i e for 
products for the past several years has b en the rac Oo 


gallonage. The movement of gods in large volume has been a 


3 2 a} 1 1 Ls race for eallon- 
primary consideration of marketers. {In th 3 


age those who are old in the merket fight to retain their 
market position. The newomers in the mrket struggle to 
obtain a part of the old timers’ volume and thus to establish 
thenselves in tne market. In this struggle constantly in- 
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creasing demand has been a cushion which has enabled the 
Older marketer to retain or even increase actual volume, 
While at the same time losing percentage position. 

The heweomers in the m rket as a result of this cushion ha ve 
been able to increase both volume and yvercentage position, 
A market once held praetically in toto by a single marke ter 
ora very few marketers must now be divided among several. 
As the years have passed the division has been among more 
and more competitors. Some lave beat eliminated in the 
competitive struggls, but still the race for gallonage 

goes on. During the years there has developed a system 

of planning for volume sales. This system is often referred 
to as the quota system, 

In its essentials the quote 
system is very simple. Company A is i- the markst also 
Supzlied by ten or fifteen competitors. Two or three times 
a year Company A surveys the ta rket and ascertains the 
probable total volume of demend in the market for the succeéd- 
ing year. As a result of these surveys, Company A.establishes 
a fixed objective in that market: an objective, say, of an. 
increase in business of 10%, teasured in wlume, over current 


7 of increase 
year's sales. In arriving at the percentage of : 


past experience and probable increased demand are both 
taken into account. Compmy A's marketing department advises 


its manufacturing department that it will require for she 


succeeding year a@rough materiel to increase its w lume 
=. — 

in that market by 10%. The manufacturing department then 
in i 


chedules its manufacturing program to supply the increased 
Ss JS 
ctically all the marketers in that market do 
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the seme thing. ll plan to increase their volume in 
the market by a elven percentage. ach of the vari ous 
competitors gears its activities, both manunfacturing and 
marketing,to its quota thus planned. As we shall later 
point out, the amount thet a company is thus geared to 
handle often has a great deal to do with that comm ny's 
price performance. 

We have stated that, in the 
Opinion of some observers, there is Oover~competition all along 
the oil front. Whether there can be over-competition 18, 
of course, an arguable matter. There has been intensive 
competition and sometimes cut-throat competition in evidence 
in the petroleum market. To properly understand th: intens- 
iveness of the competition in the industry, it must be borne 


in mind that the industry, since the turn of the century, 


has had to grow so rapidly that growing pains have sometimes 


resulted. <At times unwise and uneconomic practices have 


crept into the marketing of petroleum products. On the 


whole, however, as we shall later demonstrate, competition 


has been a healthy and beneficial factor to all concerned. 


The speed in the growth of demand end the constant entry 


of increasing numbers of newcomers in the market has produced 
a series of marketing invent ions not previously tried in my 


other industry and the adoption of yractically all known 


Pete Mel ns tant 
marke ting methods for the movenet of goods This sconsta 


f i me measure an elimination of 
has effected 1n got 
exper imen tation 
rketing practices which in use have proved impractical and 
ma 


+} adoption on a wide front of those marketing practices 
ne ador 
i , sound. SO that today, in 
i e ed effective anc 
which have ©rov 
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spite of the fact that the industry is still suffering to 
some extent from growing pains, the marketing structure on the 
whole is characterized by the use of sound, practical market- 
ing methods. 

“ée do not intend at this point 
to go into the question of the mechanics o& “rice making , 
but by way of introduction to that subject, we wish to call 
to the attention of the Commission a recent study in) this 
field. It has often bevn stated and it seems to be the 
view of the attorney for this Commission thet the determina-~ 
tion of prices in the petroleum industry is so simple that the 
seller may first determine his costs per unit, then his desired 
profit per unit,add the tw together and sell each unit at 
the price thus determined. This would be a sim:le operation 
if, in fact, the economic forces affecting price would) »emit 
it. In the petroleum industry there is no such complete 
jurisdiction ower price as to permit of such a simple, mechani- 
Gal, static price determination. 

In describing the dynenic 
approach to prices, the authors of the recent study above 


mentioned = Nourse & Drury, “Industrial Price Policics and 


Feonomie Progress", Brookings Institution, Vashington, D. C., 


1938, Pages 255 and 256.cereseereeee 


Vih < $ , ae me Z 9 
THE CHATRIIAN : what is that name again 


A Nourse & Drury. Te title was “Industrial srice Wrolicics 
and Zconomic Progress’. 


MR. FRALEY: ¥ saw it in Dre. Sryts office 
MLA» ee Bsr Gas 
in Washington. lf should have brought it up With ine. 


D Fry tells me he did a lot of work in connection with that. 
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R.L. Saunders 


A DD. Fryvbas) done +4) lotesofeworicda, beee yee 
THE CHAIRMAN: 3o you think, Mr. Frawley, 
that it might be a useful book for you to get for the 
Parliamentary library? ; 
MR. FRAWLUY: Mr. Nolan says he may 
use it in the tobacco case. 
THE CHAIRMAN : Yes, Mr. Saunders? 

A In describing the dynamic anvroach to urices, the authors 
of the recent study above mentioned stated: 

"Fortunately, there’ is wi thin 

*busine ss itself such a degree of resourcefulness, imagina- 
"tion, and creative genius that the administration of the 
*modern industrial system has by no meens been Limited to the 
"statio and protective type of price-making which was discussed 
"in the preceding section of his book. A substantial part of 
"the body of this book has been devoted to identifying and 


"illustrating the dynamic aspects of modern industrial price- 


"making. 


(Go to Page 9960) 
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"By Pioneering such methods heave the leaders of 
"American business served as pace-makers in those 
"brilliant periods of progress which heve character- 
"ized much of our national history since the Givil 
"War. To this type of leadership are due also such 
"powers of resistance as heve been shown at times 
"when other so-called lesders have drawn themselves 
"into a shell of self-protection. By the moxe 
“universal dissemination of these methods may we 
"hope not only for recovory from present stagnation 
"but for the maintenace of 6 more orderly and stabil- 
“ized prosperity over the years to come. 

My The distinctive feature 
"of this constructive attack on the problem of pricing 
"is that instead of starting from thse position in 
"which the administrator and the technique happen to 
"be and moving forward by cumulative cost computation 
"to set a price, it starts from the consumer's want 
Nand purciiasing power and courageously accepts the 
"tage of finding a means of satisfying these wants 
"within the limitations of this purchasing power. 

"tn essence it says: 'These are the orders which 

"the consuming department of our society places with 
"the producing department. It is our task as 
Nexecutives to keep the plants going so that these 
Yorders ma y be filled. Shutting down plant and 
"diseharging men because we are dissatisfied with 
"prices will not accomplish this result. Hence 

fwe must devise a way which will so economize in 


"the process that the potential order can be filled. 
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Saunders “uTooGg tee 


"So long as people have unsatisfied wants and 

"we have available productive resources, a way 
"shall be found of bringing them together. 

"That is what business is: not policing an 

"idle plant.' 

: The evidence we 

"have submitted should make it apparent that 

"the kind of price-making process here set 

"forth is no figment of the economists imagination. 
"It is something indigenous to the process itself. 
"je have simply observed and recorded what the 
"business man, in his day-to-day attempts to do 
"business has discovered, the new ways he has 
“devised for ‘fitting modern techniques to the 
"supplying of human wents. The business man in 
"general, absorbed in the practice of business, 
"has little time or desire to orgenize its basic 
"theory. That task is left to the economist. It 
"és an important task, for which he needs first 
"the penetrating eye to see what is going, on beneath 
“the surface of business affairs, then the organiz- 
"ing skill to generalize the multifarious facts into 
"broad principles which explain the intrinsic 
"qualities of this bchaviour. Such theorizing - 
"end the word needs no apology - is not for the 
Necgonomist's own delectation or the edification of 
"his professional brethren. Rather it is to give 
"those who have innoveted these new and better ways 
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"they work, in order that they may be more 


"widely disseminated and further perfected." 


The method of price-~- 
making thus described is plainly a product of 
enlightened competition. It is a method of 


harnessing competitive pressures for social 


well-being. 
THE CHATRMAN: Mr. Saunders, this is 
our usual adjournment hour. Gentlemen we think 


that this is a day on vhich this Commission should 
adjourn in order that first, we may have an opportunity 
of attending the funeral of the late Mr. Sinclair, who 
was the President of the Bar Association; and in 
order too that we may by adjourning pay our tribute 


of respect to his memory. 


(At this stage the hearing was adjourned until 
10.30 A.M June 27th lose.) 
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